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“ARE RADICAL POLITICIANS WARRANTED IN BELIEVING 
THAT TO BERATE THE BANKERS IS A SURE 
WAY TO PLEASE THE AMERICAN VOTER?” 


REQUENT denunciation of financial leaders has caused many conservative 

bankers to assume that more harm than good would be accomplished by 

attempts to “present their case” for the consideration of the American 
public. 

Among corporate fiduciaries there has been further reason for caution. 
“We are not the targets of criticism. If we become more active in advertising 
the importance and advantages of our services, the public may jump to the 
conclusion that we are afraid.” 

Yet it has been obvious that if public misunderstanding forced or permitted 
unsound legislative or administrative acts, all branches of the financial struc- 
ture would be adversely affected. 

It seemed timely therefore to inquire more closely into the question: “Are 
radical politicians warranted in believing that to berate the bankers is a sure 
way to please the American voter?” 

As stated in our March issue, we feel that newspaper editorials, when con- 
sidered collectively, provide the best available gauge of the current temper of 
the “public mind.” 

In the mass of editorials read during the last ten weeks, we have found 
917 which seemed to reflect in part at least a definite attitude on banking 
subjects. That they represent an excellent “cross-section” of editorial opinion 
will be evident from an examination of the detailed report published on the 
next page. These editorials were analyzed carefully and classified in five groups: 


Editorials distinctly favorable to banking institutions—this term 
being used in its general rather than technical sense; 
Those more favorable than otherwise; 


Comments indicating uncertainty of editorial attitude or so balanced 
in their effect as to make classifications unsatisfactory ; 

Editorials leaning toward hostility, and 

Those indicating a distinctly hostile attitude or presenting a distor- 
tion of fact. 


Many of the editorials placed in Group 2 contained no adverse flavor, and 
might be described more accurately as “mildly favorable”; others in this group 
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contained sentences or paragraphs which detracted from their generally favor- 
able character. 

One more word of explanation is needed. The determining factor in making 
classifications was not our own opinion as to the wisdom or fallacy of the argu- 
ments presented. In certain instances, editors have supported policies which 
we believe to be unsound and yet it has been clear that in doing so they sincerely 
believed the adoption of these policies would be helpful to banking institutions. 
To class such editorials as unfavorable would be to destroy the significance of 


the analysis. 


A detailed report of our findings to date appears on the next page. 
Statistics, however, cannot give an adequate picture. 


Among the conclusions which appear to be warranted are the following: 


1. A distinctly hostile minority favors socialization, or any measure that might 
hasten complete government ownership and operation of banking in all its phases. 


2. The importance of caution in attempting to improve our banking system 
is emphasized or alluded to by the majority of editorial commentators who believe 


that further changes are needed. 


3. Comparatively few share the belief that bankers alone are to blame for 
the unfortunate experiences of recent years. 


4. Growing uneasiness is noted in all parts of the country as to the eventual 
effect of the Government’s rapid encroachment upon the banking field and a dis- 
position in many quarters to question the wisdom of numerous measures adopted 


under the spur of emergency. 


The Philadelphia Recorp has appar- 
ently taken a definite stand in favor of 
government ownership. 

“Banker control of our monetary sys- 
tem,” this paper asserts, “has failed us 
in every crisis. It has not afforded even 
a semblance of stability in the purchas- 
ing power of the dollar. It has been 
dominated by the twin fetishes of the 
gold standard and the balanced budget. 
In fact, if not in intention, banker con- 
trol of our monetary system has drained 
more and more from the masses, has 
centralized wealth, concentrated eco- 
nomic power and intensified every phase 
of our existing economic lopsidedness. 
* * * The logical course is clear. The 
Federal Reserve System should be trans- 
formed into a Government-controlled 
central bank of issue. Then our mone- 
tary system will be run by the nation 
for the interests of the nation—and not 
by private bankers for their interests.” 


The Tripune of Tampa, Fla., devotes 
considerable space to a new book by 
M. D. Anderson, Professor of Economics 
of the University of Florida, in which 
the professor “advocates a complete mo- 


nopoly of banking by the federal gov- 
ernment which, he claims, would be le- 
gally permissible under the Constitu- 
tion;” and in Santa Rosa, Cal., the 
Press Democrat makes the categorical 
assertion that “our sources of business 
credit should be public, not private. 
Every depression we ever had has been 
precipitated by the banks of the country 
withdrawing credit and calling in their 
loans.” 


To illustrate the general tenor of scat- 
tered radical commentators, we quote 
from the BuLiLetIn of Trenton, Tenn.: 


“By a peculiar logic the remains of 
the capitalistic regime which is slowly 
but surely dying, reasons that direct 
loans to ‘little business’ are ‘socialistic,’ 
unthinkable! * * * while the govern- 
ment has responded remarkably well, 
still in the light of experience, it ap- 
pears that if the small industrialists 
had been extended the immediate relief 
that insurance companies and favored 
banks received, the depression might 
have been eased up some time ago. It 
is difficult, however, to drive the pigs 
away from the swill tubs, and under 
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EDITORIAL REFLEX OF PUBLIC OPINION 
Classifications 
(1) Editorials distinctly favorable to banking ‘institutions—this term being used in its general 


rather than technical sense; 
(2) Those more favorable than otherwise; 


(3) Comments indicating uncertainty of editorial attitude or so balanced in their effect as to make 


classifications unsatisfactory; 
(4) Editorials leaning toward hostility, and 


(5) Those indicating a distinctly hostile attitude or presenting a distortion of fact. 


New England 

Middle Atlantic... 

east North Central.............. 

West North Central 

South Atlantic 

East South Central 

oe ee ee ae 
Rocky Mountain 


Totals. . 
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Nos. 1 and 2 
43 


(2) (3) 
14 5 
13 
16 
19 


(4) 
1 


Edits. 
Nos. 4 a? 5 


Ratio Edits. 
Nos. 1 and 2 
75 


Ratio Edits. 
Nos. 4 and 5 


236 65. 


Note: A break-up by months will be shown in our next issue 


former administrations the ‘big boys’ got 
a taste and were loath to give the ‘little 
boys’ a chance.” 

Senator Cutting of New Mexico was 
taken sharply to task by the Hera.p- 
Democrat of Durango, Colo., who quoted 
him as saying “that the government must 
take over the entire function of credit 
control throughout the nation, and that 
the most serious mistake President Roose- 
velt has made to date is that he did not, 
on March 4, 1933, on behalf of the govern- 
ment, definitely assume such control in 
full, with the idea of holding it perma- 
nently and irrevocably.” The Durango 
editor had this to say: “With all of the 
developed faults of business, big and lit- 
tle, there is probably no informed person 
in the entire country who does not know 
that business at its worst is cleaner, and 
fairer, more progressive, more nearly hon- 
est. and incomparably more efficient than 
politics at its best; yet here we have men 
holding that the matter of private com- 
mercial credits should be taken from the 
hands of free business and placed under 
political control—and such change is de- 
manded in the name of progress. * * * If 


the matter of advancing credit ever be- 
comes entirely a governmental function, 
is there any reason to believe that the 
government, essentially under political 
domination, will use more judgment, or 
be more fair, in dishing out credit than 
it has been in appointing postmasters, 
revenue collectors, or in performing any 
of the other political functions of gov- 
ernment?” 

The following clear-cut statement is 
taken from the News of Havre, Mont.: 

“We are drifting rapidly toward na- 
tionalization of all banking facilities, a 
straight socialistic doctrine. That policy 
has yet to receive definite consideration 
by the people of the country. It is the 
necessary foundation of a socialist state 
however, and when the country conscious- 
ly and directly adopts it as a national 
policy, the transformation of this country 
into a socialist republic will be near at 
hand. Some day, when our attention is 
not so absorbed with emergency meas- 
ures of relief, we are going to face a mo- 
mentous campaign in this country to de- 
cide the fundamental issue involved.” 

Many papers, while recognizing the 
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danger of the present trend, are disposed 
to give the Administration all possible 
leeway for experimentation. The Post of 
Charleston, S. C., for instance, after re- 
marking that “the boys” are “weaving a 
‘planned economy’ on the Russian pat- 
tern,” makes this comment: 

“There may be sharp dissent from the 
confidence of the Administration in the 
beneficial effects of the policy which has 
been adopted and is merely on trial (the 
specific reference being to the monetary 
policy), but, since it has been set going, 
it would be well to give it a full chance 
to show just what there is to it, and it 
might not be so easy just yet to swing 
out of the arc to which the scheme has 
been geared. It is, of course, possible 
that the whole thing will get out of con- 
trol, but as long as the driver keeps his 
eye on the road and his hand on the 
emergency brake and knows he is on a 
dangerous curve, it is possible that dis- 
aster may be avoided by a detour or even 
by full speed in reverse before the rim 
of the precipice is passed.” 


Credit for Industry 


Credit for industry has been a favorite 
topic for editorial comment in recent 
weeks. In the majority of instances, more 
attention apparently was given to the ad- 
vantages of credit than to the merits of 
the specific proposals for making more 
credit available. 

Approval of the suggested measures 
was based, in a substantial proportion of 
cases, on the impression that little if any 
competition with existing institutions 
was contemplated. 

The Houston (Tex.) Post, for instance, 
said that “the proposed new banks would 
not be altogether in competition with the 
existing commercial banks, but would 
work through them;” the News of Chat- 
tanooga, Tenn., expressed belief that “the 
bulk of the loaning, under the new plan, 
will remain with the well-equipped banks 
which already are fitted to do such busi- 
ness;” and the Democrat of Lafayette, 
Ind., after saying that “the prime diff- 
culty was to avoid unfair competition 
with or injury to the existing banking 
structure,” made these statements, “It 
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now develops that the new agencies af- 
ford no competition at all. On the con- 
trary, they very greatly strengthen the 
They fill in a sorely aching 


structure. 
gap.” 

Where the three proposals were men- 
tioned and preference was expressed for 
one plan over another, the usual choice 
was for the Glass proposal first, the 
Black measure second and the Jones plan 
last. If only two were mentioned, the 
choice almost invariably was against the 
Jones proposals. Two such comments are 
quoted. 

The Virerntan Pivot of Norfolk said: 
“As between the two plans—direct loans 
by the RFC and intermediate credit 
banks—the preference for the latter 
seems sound. A certain danger of loading 
up with bad loans remains. But that 
danger is inherent in numerous Govern- 
ment activities, and would probably be 
less in the new proposal than in other 
plans already in effect. If the intermedi- 
ate banks are wisely administered, and 
the cooperation between commercial 
banks and governments is full, the risk 
will be reduced to a minimum.” 

The Star of Rockford, Ill., said: “The 
Jones proposal is, of course, unmitigated- 
ly bad. * * * It would put a political 
leverage into the hands of the govern- 
ment bankers which would be little short 
of vicious. * * * Some of these criticisms 
may be directed against the intermediate 
credit banks, which are only a milder 
form of centralized banking.” 

Other papers, although pointing out the 
differences, were opposed to all three 
plans. 

The News of Wheeling, W. Va., said 
that “to establish new institutions to take 
care of intermediate credit would super- 
ficially seem to have some advantages. 
* * * However, the bill creating these spe- 
cial institutions does not limit their ac- 
tivities to intermediate credit. They 
would have the power to undermine and 
enter into direct competition with the 
commercial banking system and to some 
extent the Federal Reserve Banks. The 
new organization would be under the 
domination of Washington and might be 
used simply as a means of pouring our 
purchasing power. While there may be 
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some justification for establishing a 
means to extend intermediate ‘credit, to 
do so at the expense of our present bank- 
ing system is indefensible.” 


; Strong Dissenting Opinions 

Although the majority of commentators 
assumed or asserted the need of further 
measures to assure credit to small indus- 
tries, there were strong dissenting voices. 

The Chicago TripuNE said in part: “At 
present banks are in a position to in- 
crease their loans by fifteen billion dol- 
lars, thirty times as much as it took to 
produce a 1929 boom. The danger of the 
wildest of all speculative sprees with the 
usual sequel lies in the unprecedented ex- 
cess credit facilities now at hand. * * * 
With many millions of people undernour- 
ished, the government last year destroyed 
food. And with equal consistence now, 
with a worrisome plethora of credit, the 
government is preparing to create more 
credit. * * * If the new loans are substan- 
tial and serve to keep in business sub- 
marginal firms, permanent business re- 
covery is likely to be postponed. It was 
the seed, intermediate and other loans to 
farmers and the farm board’s artificially 
maintained prices which delayed liquida- 
tion of sub-marginal farmers and created 
much of the present farm problem. Is 
the farm blunder to be repeated in in- 
dustry?” 

A similar idea is brought out by the 
New York Eventnec Post. Under the head- 
ing, “Giving Whisky to a Man With Sun- 
stroke,” this paper said in part: “Direct 
loans to industry by RFC or Federal Re- 
serve banks would make for greater pro- 
duction when we need greater consump- 
tion. The same Government which sub- 
sidizes crop curtailment would subsidize 
industrial expansion. * * * Why invest in 
new production when our productive ca- 
pacity is now greater than our consuming 
power? * * * Why should business bor- 
row money to add to capacity already in 
excess of demand? * * * Banks aren’t 
carrying the greatest excess reserves in 
history because they like it.” 

The danger involved in further exten- 
sion of credit facilities inspired this re- 
mark from the New York JourNAL oF 
Commerce: “Those who are willing to 
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look beyond the immediate future may 
well wonder whether the credit machine 
is not being geared up once again, as in 
the last decade, to become another Frank- 
enstein, the fabled mechanical monster 
of Mrs. Shelley’s novel, who finally be- 
came so powerful as to destroy his human 
creator.” 

Another influential paper unwilling to 
agree that further credit facilities are 
needed is the Philadelphia Buwterin. 
“The Federal Reserve System is equipped 
with all the necessary expedients for ex- 
panding both credit and currency as the 
necessity may arise. The demand must 
come from business. To supply it before 
it arises is to put the cart before the 
horse.” 

Smaller papers also have taken a simi- 
lar stand. The Express of Easton, Pa., 
for instance, said that “as a matter of 
fact, our existing credit machinery has 
provided for all forms of needed credit in 
past years. It will do so in the future, if 
the Administration will quit making a 
political football of the banking system 
and give it a chance to show what it can 
do.” And the Greenville (S. C.) News 
said that “if and as the Administration 
pursues policies that will strengthen con- 
fidence in the ability of business enter- 
prise to earn a profit on its ventures, pri- 
vate capital will be found seeking these 
opportunities to earn something with a 
reasonable hazard.” 

Some of the papers, while not denying 
the need of further facilities, are frankly 
skeptical. 


The JourNAL Post of Kansas City, Mo., 
asked, “If this is true (the reported need 
of more credit), why are the regular 
banks not extending the credit? Are the 
banks deliberately turning down safe ap- 
plicants for loans? If so, why are they 
refusing to use their funds in the stand- 
ard way for banks to make profits? * * * 
If a given loan is not safe for these 
banks, how can it be safe for government 
sponsored institutions? * * * If the exist- 
ing banks are neglecting their proper 
tasks, why are they doing so, and if they 
are not remiss, what good reason is there 
for establishing the aforementioned 
credit banks?” 
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Dubious Approval 


Numerous editors give dubious ap- 
proval. 

“As another step in the apparently 
endless process of projecting the Govern- 
ment more deeply into business life, the 
plan is intrinsically unwelcome” to the 
Cincinnati Enquirer. “But if it will serve 
a definite need, produce business expan- 
sion promptly and buttress the middle- 
sized business undertakings of country 
generally, its practical advantages may 
outweigh the theoretical objections to it.” 

“While this move probably should be 
made,” the Kansan of Kansas City, 
Kans. admits, “and probably will be made, 
the thought inevitably arises that the 
whole system of government stimulated 
credit is a distinctly artificial creation.” 

The plan is regarded by the Minneapo- 
lis JoURNAL as “consistent with others 
the Administration has evolved, but as 
to its wisdom or beneficial effect only 
time will demonstrate, if it finds adop- 
tion as it stands. The Federal Govern- 
ment, in short, will be in the industrial 


banking business if the plan goes through, 
for better or for worse.” 


“It seems fairly likely,” in the opinion 
of the News of Salem, Mass., “that this 
policy may have the desired effect, and 
about all we can do is to hope and pray 
that it will.” 

Others take a more optimistic attitude, 
in spite of their doubts. The Courter 
Express of Buffalo, N. Y., for instance, 
says, “If the proposed plan does not af- 
ford a remedy, or if it affords only a par- 
tial remedy, one may be sure that the 
President will not stop but will carry on 
with fresh proposals for the aid of in- 
dustry’s smaller units.” 

Comparatively few papers, in comment- 
ing on the new credit proposals, displayed 
antagonism toward existing banking in- 
stitutions, or a tendency to blame them 
for the plight of “small industrialists.” 

To the Trmes of Wilson, N. C., “it seems 
that the monetary interests are seeking to 
prevent adequate assistance to industry.” 
The editor of this paper apparently be- 
lieves that the panic of 1907 was deliber- 
ately engineered by Mr. Morgan “and oth- 
er big bankers of New York” by the sim- 


ple expedient of cornering the supply of 
currency, thereby bringing about “a sea- 
sonal panic which they figured was good 
for the country about every five years, in 
order to enable them to sell the country 
short and buy it back long and make 
money up and down the ladder.” It is not 
surprising therefore that he does not ex- 
pect “much to come out of the (new 
credit) plan since they have got it where 
the federal reserve system can juggle it.” 


Comments on McLeod Bill 


A relatively larger number of adverse 
comments have been inspired recently by 
agitation in favor of the McLeod bill 
calling for immediate payment to depos- 
itors in closed Federal Reserve banks. To 
date, however, while the number of such 
comments has been increasing, a substan- 
tial proportion represents merely re- 
newed attacks in the same publications. 
We have been impressed also with the 
fact that the majority of editorials on 
this subject have consisted of syndicated 
material. 

The arguments in favor of the McLeod 
bill most frequently stressed have been 
the “moral obligation” of the government, 
and the need of additional stimulus to 
business and industry. 

A close third is the argument that de- 
positors are “more deserving” than many 
who have been aided by the government. 
On this point, the Journat of Syracuse, 
N. Y., said that the “self-supporting folks 
with money in the bank up to March, 
1933, were forced to sit back and watch 
millions of ne’er-do-wells who never had 
either a job or a dollar long get almost 
obsequious consideration. Exactly why 
the depositors in national banks have 
thus been ignored in the relief program is 
difficult to understand. * * * Millions of 
dollars have been poured into banks 
since 1929—to save stockholders. But, 
even since the Roosevelt administration 
took over, very little has been done to 
help depositors.” 

Whereas the desire to aid the small 
depositor is mentioned prominently by 
most supporters of the measure, the 
Cleveland Press bases its opposition in 
part on belief that the plan would be pri- 
marily an aid to the rich depositor. “For 
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every dollar that would, under this plan, 
go into the hands of a poor man with a 
small deposit, a whole flock of dollars 
would be showered into the hands of the 
rich man or the rich corporation that had 
a lot of money in the bank. * * * The 
Press is opposed to any plan that gives 
the rich man a hundred dollars in order 
to give the poor man a dollar.” 

One of the curious arguments presented 
in support of the McLeod measure has 
been the contention that “in the past, 
labor, consumers and investors alike suf- 
fered because they were victimized by the 
bankers’ emotions.” This idea has been 
advanced by such papers as the Chicago 
Heratp EXAMINER, the Detroit T1mes, the 
Omaha Bre News, the Baltimore News 
and the Washington Heratp, who explain 
as follows: 


“In times of expansion and optimism, 
bankers went out of their way to induce 
borrowers to take credit. The result was 
a needless blowing up of enterprises, 
which tended to throw business in gen- 
eral out of equilibrium. Then when the 
inevitable correction came, the period of 
reaction was needlessly intensified by the 
simultaneous effort of bankers every- 
where to make debtors pay up. Financiers 
at this stage were governed by the emo- 
tion of fear.” 

The usual tone of the editorials pub- 
lished by the most aggressive supporters 
of the measure is indicated by the follow- 
ing quotation taken from the Detroit 
Times. “This has been one of the greatest 
tragedies of the depression—the ruin of 
hundreds of thousands of families by cir- 
cumstances for which they were NOT 
TO BLAME.” 

The same papers, however, emphasize 
the theory that the proposed measure 
would not involve a loss for the govern- 
ment. The Cleveland News, for instance, 
asserted that the proposed “payoff” is not 
a dole, but instead “merely an arrange- 
ment whereby the govérnment lends its 
credit on securities and real estate, and 
in the recovery—which the payoff plan 
would hasten—these could be depended on 
to pay out in full.” 

To such papers as the Philadelphia 
Recorp, the McLeod measure does not go 
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far enough. Here, in brief, is the argu- 
ment: 

“The R. F. C. bank liquidation plan 
won’t do. The R. F. C.’s field agents are 
reactionary old-line bankers. * * * 

“The McLeod bill won’t do. The McLeod 
bill would pay depositors in national and 
Federal Reserve member banks only, en- 
tirely eliminating depositors in non-mem- 
ber State banks. * * * 

“Justice must recognize the great 
moral, if not legal, responsibility of the 
Federal Government to the State non- 
member banks. * * * 

“Pass the Brown measure as an act of 
common justice to all bank depositors, 
who have paid the steepest price of na- 
tional reconstruction—because they took 
advice from the nation’s leaders and kept 
their money in bank. 

“Pass it to insure recovery.” 

This idea of assuring a quick recovery 
appeals strongly to a number of commen- 
tators. The Detroit News, for instance, 
remarked that “what the country would 
like to see is one large, practical, certain 
step on the part of Congress to pep up 
industry.* * *-Except for passing the Mc- 
Leod Bill, or its equivalent, this Congress 
is through for all the good it can do. It 
should leave well enough alone, pass the 
payoff measure, the remaining appropria- 
tion and revenue bills and the tariff bar- 
gaining bill, and quit.” 

The attitude of another group of pa- 
pers is reflected in the following quota- 
tion from the TreLecram of San Bernar- 
dino, Cal.: 

“A plan of this sort would have seemed 
absurdly chimerical a few years ago. But 
the policy of rushing to the government 
for whatever is needed has become firmly 
established by the proceedings since 
March 4 of last year. There seems no rea- 
son, therefore, since any other and every 
other group in a given community can get 
governmental assistance in order that na- 
tional recovery may be expedited, why 
bank depositors who have taken it on the 
chin should not also benefit in govern- 
ment benevolence.” 


We plan to continue this monthly review 
so long as the newspapers of the country give 
prominence to banking subjects in their edi- 
torial columns. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. . sells no securities. Its entire 
personnel is dedicated to a single 


purpose — the care and manage- 





ment of the property of its clients. 


CITY BANK FARMERS TRUST. COMPANY 


Chartered 1822 


22 William Street—New York 





THOROUGH INQUIRY INTO COMMINGLED FUND PROB- 
LEMS URGENTLY NEEDED—ACTIVE COOPERATION 
OF TRUST EXECUTIVES, ATTORNEYS AND 
ACCOUNTANTS ESSENTIAL 


provided convincing evidence that a thorough canvass of the legal, oper- 
ative and psychological difficulties involved in the commingling of trust 
funds is urgently needed. 

We are not anxious to assume the burden of this inquiry and could not 
do so with any hope of success without the active cooperation of trust insti- 
tutions. We need especially the assistance of trust executives, attorneys and 
accountants who have studied in detail various phases of the problem. The 


(provid received by Trust Companies Magazine since March 25 have 


counsel of such organizations as the Trust Division of the American Bankers 
Association, the American Bar Association and the various organizations in 
the field of accounting, will be sought also, particularly as to the most expe- 


ditious method of obtaining and analyzing the necessary information. 
Our position is this: 
Regardless of whether the further commingling of trust funds be desirable 
or undesirable, all pertinent facts should be made readily available. 


Opinion Is Divided 

For those who may imagine that little 
difference of opinion exists among those 
who have studied the question, we quote 
from two letters received from trust ex- 
ecutives of national prominence. 

One said: 

“IT think that the creation of such a 
fund is the most essential constructive 
move that trust companies can make. 
There is no question as to the desirability 
and convenience of such a fund.” 

Contrast that statement with the fol- 
lowing: 

“I do not favor the encouragement or 
extension of the theory of commingled 
trust funds nor do I believe that it is a 
solution of any problem. On the contrary, 
in my opinion, experience has demon- 
strated that in times of stress and crisis 
it gives rise-to more serious problems 
than it can possibly solve.” 

Difference of opinion is perhaps inevi- 
table. It was not the conflict of opinion 
primarily that convinced us of the need 
for a thorough inquiry. Rather, it was 
unmistakable evidence that in many quar- 
ters there is a lack of specific information 


and a belief that some of the essential 
facts have not been published. 

The attitude of James C. Shelor, assis- 
tant trust officer of the Trust Company of 
Georgia, seems to be fairly general. 

“While I realize that several institu- 
tions, notably the City Bank Farmers 
Trust Company of New York, and the 
Equitable Trust Company of Wilmington, 
Del., have used the commingled fund to 
advantage, there must be many reasons 
why other institutions have not adopted 
it. 

“Personally I feel that it offers many 
advantages, although I doubt that the 
public in the South is, at this time, inter-. 
ested in accepting it whole-heartedly. I 
thing it would be quite a favor to trust 
institutions if, through your publication, 
you would make a thorough survey of the 
situation which would show, not only the 
advantages, but also the disadvantages 
that might be encountered.” 


Legislation Needed 
City Bank Farmers Trust Company 
was a pioneer in the introduction of the 
mingled fund. We quote from a letter 
received from an executive officer of that 
institution: 
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“If the mingled fund is to serve its 
broad purpose, legislation will be needed 
and, of course, such important legislation 
must be most carefully considered and 
prepared. It must have the approval not 
only of the trust companies themselves, 
but of the Bench and the Bar as well. 
It must be entirely in the public interest 
and must be so recognized by those who 
represent the interests of the public. 

“New York State, if it passes such leg- 
islation, will not be the first to recognize 
this economic development. I am in- 
formed that the State of Ohio has al- 
ready passed an act permitting the min- 
gling of trust funds and that such legis- 
lation is being seriously considered in 
other states. Our own officers and coun- 
sel have been giving very serious con- 
sideration to this question and will be 
delighted to take part in its development 
and possibly to contribute to the printed 
literature on the subject. 

“T agree with you that it would be de- 
sirable to have the situation thoroughly 
canvassed with the view of arriving at 


an ideal piece of legislation for our state, 
and you can count on me and my asso- 
ciates in the trust company for all pos- 
sible assistance.” 


Time Ripe for Further Study 


Leland Rex Robinson, who has devoted 
much time to the questions involved, be- 
lieves that “the development of the Uni- 
form Trust Fund and the incorporated 
form of fund, for use by trust companies 
having express authority to mingle 
trusts, is one of the most hopeful and 
significant of all developments in the field 
ef trust administration in the last ten 
years. 

“Undoubtedly the time is,” in his opin- 
ion, “ripe for further study and broader 
application of these principles of cooper- 
ative investment on the part of our trust 
companies in order that their services 
may be made available to the smallest 
estates without loss of efficiency or dim- 
inution of care in the constant supervi- 
sion of holdings.” 

Here is a series of questions put to us 
by a trust executive in one of the larger 
cities of the Middle West. 
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“Those who favor the plan say that it 
will provide equal treatment for all trust 
funds. How can this be reconciled with 
income tax considerations which in nor- 
mal times make it inadvisable to apply 
the same investments to large funds that 
may be applied to small funds? 

“It is said that the plan will provide 
more flexible investment policies. How 
‘an it be assumed that a fiduciary has 
greater power or latitude in the admin- 
istration of a commingled fund than it 
may have with respect to the units which 
participate in such a fund? 

“It is not clear to me how profits and 
losses would be apportioned between in- 
come and principal in_ participating 
trusts. How can such apportionment be 
made so as to accomplish the same ef- 
fects that would ordinarily follow in- 
dividual investments?” 

“Suppose a participation is allotted to 
a trust at a time when the securities in 
the fund have a greater value than when 
previous participations were allotted; 
how is this handled? 

“Suppose it is desired to liquidate a 
participation and there are no other 
trusts to absorb the participation; at 
what value is this participation liquidat- 
ed and how is it accomplished?” 

An interesting side light on the psy- 
chological difficulties incident to the op- 
eration of the Brooklyn Trust Company’s 
fund is provided by a letter from Harold 
F. Klein, assistant secretary of that com- 
pany. 

“We find that persons of small means 
have, generally speaking, only a very hazy 
idea of what a trust actually is,” his let- 
ter states, “and it is almost impossible 
to explain to them the fact that the prin- 
cipal value of a trust does not remain 
constant under any and all conditions. 
The individual of small means thinks of 
a trust in terms of a bank account, and 
often thinks he has been defrauded when 
he learns that the principal value of his 
small trust is now only 60 or 65 per cent 
of what it was in 1929. As soon as the 
fact of fluctuating value is explained, 
the donor of a small trust usually jumps 
to the conclusion that the certificate of 
ownership or beneficial interest in the 
commingled fund is a share of stock, and 
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is inclined to berate the trust company 
for selling him what he believes to be a 
security. Another difficulty is the fact 
that the individual of small means is in- 
clined to wish to borrow against the prin- 
cipal of his trust a short while after it is 
established.” 

Before quoting from other recent com- 
munications to illustrate the attitude of 
trust executives and to suggest some of 
the necessary lines of inquiry, we make 
this request: 

Please give us your opinion without 
unnecessary delay. A suggestion now 
may be worth two a month hence. 

Is there any specific information, not 
now in your possession, that might prove 
helpful to you or to the institution you 
represent? 

Which phase of the subject do you 
regard as most important? 

And in writing, please specify any 
paragraphs which you prefer to be treated 
as confidential. In the absence of such 


notation, we shall regard future communi- 
cations on the commingling of funds as 
available for publication. 


Other Comments 

R. G. Stockton, vice-president and asso- 
ciate trust officer of the Wachovia Bank 
& Trust Company, writes: 

“Up to this time we have mot worked 
out a commingled fund plan that has 
proven entirely satisfactory to us. One of 
the big problems that we face is that of 
working out a simplified auditing plan. 
You will realize, therefore, that we would 
be particularly interested in the results 
of the thorough canvass of this situation 
that you refer to in your letter, which 
would bring out the difficulties which will 
have to be overcome.” 

J. G. O’Brien, vice-president and trust 
officer of the Commercial National Bank 
of Shreveport, La., writes: 

“I have always been curious to know 
just how the commingled idea fits in with 
the provision in the federal statutes, un- 
der which national banks operate trust 
departments, that provides that securi- 
ties of trusts shall be kept separate and 
apart from one another. It may be that 
proper segregation of the participation 
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certificates complies with this provision 
in the statute, but inasmuch as the inter- 
pretation placed upon the statute in the 
past by the Federal Reserve Board does 
not conform to the interpretation of many 
trust men, it might be well to give some 
thought to this feature. 

“I think your idea of a thorough can- 
vass is the most desirable method of ac- 
cumulating adequate information on the 
subject. You are starting on a matter 
that will mean a great deal to trust com- 
panies generally.” 

William R. Herlihy, Jr., trust officer of 
the State Street Trust Company, Boston, 
writes: 

“What I would like to ask is, would not 
the co-trustee be very definitely a neces- 
sary party in approving all of the securi- 
ties in the commingled fund? 

“Much legislation would seem to be nec- 
essary in some localities if we are to min- 
gle trust funds. In due course this will 
probably take place, having in mind that 
in our own Commonwealth of Massachu- 
setts there is now pending a bill by the 
Bank Commissioners, to permit trustees 
to issue and hold participations in mort- 


pe 
gages. 


Memorandum from Oliver Wolcott 

Oliver Wolcott, vice-president of the 
Old Colony Trust Company, has given us 
a memorandum which illustrates clearly 
the uncertainty so generally felt as to 
the practicability of various plans for 
the commingling of funds. 

“Probably most officers of trust depart- 
ments,” Mr. Wolcott said, “have at the 
back of their desks a plan for a com- 
mingled trust fund. These plans are 
taken out and worked over from time to 
time, but in the great majority of cases 
have not been put in effect, either because 
the officer cannot advocate it whole-heart- 
edly, or because if he can his directors do 
not share his enthusiasm. The idea is 
tempting, it has great merits which have 
been pointed out in articles in Trust 
CoMPANIES Magazine, but it has also de- 
cided drawbacks that must be considered 
and overcome. 

“First perhaps comes the dilemma 
caused by the Federal Income tax. One 





440 


horn of this is the fact that if the com- 
mingled fund is taxed as a corporation, 
income and capital gains are taxed at the 
corporation rate of 1334 per cent; the 
other, that if it is considered a trust 
there may be an excessive bookkeeping 
burden on the trustee. Let us first consid- 
er the situation if the commingled fund 
is taxed as a corporation. 

“Most small trusts of less than $25,000 
are the beneficiaries’ only resource, and 
the income of such a trust will, accord- 
ingly, be less than the Federal exemption 
and the beneficiary will pay no tax. Also 
the chance of capital gains being realized 
in any one year in an amount exceeding 
the trust’s own $1,000 exemption is so 
slight that we can state that such gains 
also will pay no tax. If, however, instead 
of being invested separately this small 
trust is mingled in a fund taxed as a 
corporation, both income, other than divi- 
dends, and capital gains will be taxed at 
15%4 per cent. 

“It is, of course, possible to minimize 
this tax by having the incorporated fund 
issue interest bearing obligations as well 
as certificates of beneficial interest, but 
this will only minimize and not eliminate 
the tax disadvantage. Assuming that the 
commingled fund will hold some common 
stocks, the plan would be to adjust the in- 
terest paid on these obligations to bal- 
ance the taxable interest received. The 
balance that is accurate in one period, 
however, will not be accurate in another 
when the percentages held will be altered, 
and either the commingled fund will then 
have income in excess of its deductions 
taxable at 1334 per cent, or the benefici- 
ary, in the less usual case where he pays 
a tax, will pay normal tax on income that 
really represents items free from that 
tax. In any event capital gains will have 
to face a tax at the corporation rate. 

“Further, there are difficulties in issu- 
ing interest bearing obligations. A period 
such as the present might wipe out a 
very large equity margin and render the 
fund insolvent. If too many precautions 
are taken to guard against this, such as 
making the obligation very low in pro- 
portion but with a very high interest 
rate, and making interest payable only if 
-arned and providing for redemption at 
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appraisal, it is conceivable that a zealous 
tax gatherer might maintain that the ob- 
ligation was in fact not an obligation but 
an equity ownership, and that the incor- 
porated fund should not be allowed the 
deduction. 

“Now let us consider the difficulties if 
the commingled fund is considered a trust 
for Federal tax purposes. On this hy- 
pothesis the fund makes a Federal infor- 
mation return, and must furnish to the 
participating trusts an analysis of the 
income paid to them. If participating 
units are issued or retired monthly, 
twelve analyses will have to be made per 
year, for the fractional interests in the 
different classes of income will vary with 
each issue of a new unit or retirement of 
an old. If income is separated in four 
classes this will mean forty-eight income 
entries per trust per year, or 20 per cent 
more entries than if the trust held twenty 
different bonds. Also these entries are 
much more complicated than an ordinary 
income entry and demand a higher grade, 
and consequently a higher paid grade, of 
clerical skill. 

“Turning to the investment advantages 
of a commingled fund from the point of 
view of the beneficiary, which are consid- 
erable, here again we find difficulties to 
overcome. Where it is the policy under 
some conditions to hold a percentage of 
common stocks in trust funds of a cer- 
tain size, commingling may be advantage- 
ous for diversification in trusts up to 
$100,000 in book value, and perhaps be- 
yond. On the other hand a really small 
trust whose income is the beneficiary’s 
sole support should probably be invested 
only in high grade bonds, for here no 
chance of income diminution should be 
taken. If both these types of trust are 
commingled in the same fund there must 
be compromise in the investment policy. 
Possibly an answer here would be to 
have a commingled bond fund and a sepa- 
rate commingled stock fund, so that the 
proportions of the investment cocktail 
may be varied to taste. This plan, how- 
ever, intensifies the dilemma first pointed 
out. 

During this period every trustee prob- 
ably holds some securities that have 
turned sour, but which seem to have a 
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real hope of recovery and which seem defi- 
nitely underpriced. The trustee may be 
retaining these and would feel it disad- 
vantageous to the trust to sell them at 
too low a level. Purchasing them for an- 
other trust, however, would be a differ- 
ent matter and they might well be im- 
proper as new investments. The commin- 
gled fund would be fairly sure to hold 
some of these and would have to choose 
between selling them which by hypoth- 
esis is unjust to the trusts already par- 
ticipating, or retaining them which is un- 
just to the new trust joining the fund. 

“Where the corporate trustee is con- 
sulted in advance, as in a living trust, or 
when a draft of will is presented for com- 
ment, the problem of the small trust can 
generally be solved, sometimes by the sug- 
gestion of annuities, or deposits in sav- 
ings banks, sometimes by agreement on 
a minimum fee. Most of the bothersome 
trusts are the result of wills that become 
operative without the trusiee’s having 
seen them. To utilize a commingled fund 
special permission in the instrument, or 
statutory authority would appear neces- 
sary. The latter would be difficult to ob- 
tain in this era of suspicion of all banks, 
and the former cannot be counted on in 
the very class of trusts where it is most 
needed. It may be mentioned in passing 
that the policy of the Federal Reserve 
Board as to commingled funds seems at 
the moment doubtful. 


“The above is an attempt to point out 
some difficulties in the path of the com- 
mingled fund; complications caused by 
State taxation, especially in the case of 
non-residents have not been touched on, 
and no doubt additional difficulties may 
also be discovered. If discussions in 
Trust Compantes Magazine can map out 
these dangers and devise ways of avoid- 
ing them, a real service will be done to 
the fiduciary institutions, and also it 
would seem to their trust beneficiaries.” 


Roseberry Cites Objections 
L. H. Roseberry, vice-president of the 
Security-First National Bank of Los An- 
geles, writes: 
“Undoubtedly there are many advan- 
tages obtainable through the commin- 





gling of trust funds for investment, but 
a number of major obstacles suggest 
themselves to me at the moment. 

“Under the law of most states, certain- 
ly California, this plan would not consti- 
tute a legal investment for trust funds. 
Unless powers were specifically written 
into the trust agreement to invest trust 
moneys in a commingled fund it could 
not be done. Therefore, any attempt in 
this direction would be limited mostly to 
future trusts in which specific power to 
invest in such a commingled fund was 
conferred upon the trustee, The problem 
then would be prospective and not retro- 
spective. 

“Another serious problem incident to 
this plan is either the liquidation of the 
certificates in it during the trust’s term 
or their disposition at its termination. 
There is little or no established market 
for certificates in such a fund. A trustee 
holding them could not borrow on them 
and obviously could not purchase or loan 
on them itself as that would be self-deal- 
ing. At the termination of the trust if 
the certificates were distributed to the 
remaindermen they would probably be 
reluctant to take them because of their 
non-liquidity either for borrowing or sale 
purposes. I appreciate that the terms of 
the instrument embodying this commin- 
gled funds could provide for repurchas- 
ing certificates on some complicated basis 
such as used by the City Bank Farmers 
Trust Company, but the success of this 
would be dependent upon the amount of 
cash in the fund available for repurchas- 
ing certificates and upon there not being 
too many certificates presented for re- 
tirement at any one time. So long as the 
certificates remained in a trust for purely 
income purposes, they would be satisfac- 
tory. Once an effort was made to cash 
them in, or they got into the hands of a 
remainderman who desired to borrow on 
them or sell them, difficulty would result 
unless the fund had on hand ample money 
to cash the certificates. I doubt if this 
latter would prove the case. 

“These funds are not different in prin- 
ciple from the plan of a number of mort- 
gage companies where a large number of 
mortgages are pooled with the trustee 
and certificates of ownership are issued 
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and sold against this pool. Practically 
all of these companies have failed and 
these pools are now in the process of 
liquidation. It will be slow and expen- 
sive. In the meantime the market for 
such certificates has either disappeared 
or fallen to a very low figure. Most of 
the investors who hold them are not sat- 
isfied with them. 

“IT am afraid a number of apparently 
major objections to this commingled fund 
plan for trust investment would either 
have to be proven fallacious by actual ex- 
perience or overcome by changes in law 
and market conditions before it could be 
successfully employed by most trust com- 
panies.” 

M. F. Smith’s Opinion 

Maclin F. Smith, trust officer of the 
Birmingham Trust & Savings Company, 
Birmingham, Ala., whose paper on the 
subject read at the Southern Trust Con- 
ference in Nashville, Tenn., was _ pub- 
lished in Trust CoMPANIES Magazine, 
April, 1932, wrote in response to our re- 
cent query: 

“After considerable study of the sub- 
ject, I have come to the conclusion that 
commingled funds cannot be handled un- 
der any arrangement which might con- 
stitute a strict trusteeship. A fund of 
this kind can, undoubtedly, be handled 
through a separate corporation, organ- 
ized for that purpose, which is in effect 
nothing more nor less than an investment 
trust corporation. Even in the corporate 
form of commingled fund there is the ob- 
jection of the necessity of providing some 
means for allowing participants in the 
fund to withdraw. This withdrawal priv- 
ilege can, of course, result in forced liqui- 
dation of the highest grade assets in the 
fund or a forced liquidation of lower 
grade assets at considerable loss.” 


Question of Taxation 


A suggestive sidelight on the taxation 
phase of the subject is provided by a 
memorandum written for us by Clinton 
Davidson, president of The Estate Plan- 
ning Corporation, New York. 

“Practically every trust company that 
has considered the use of a composite 
fund,” Mr. Davidson says, “has had to 
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consider the three following questions: 
1. ‘Shall we use an unincorporated 
fund, and treat it so that it will be 
taxed by the Federal Government 

as an association?’ 

. Shall we use an unincorporated 
fund, and assume that all income 
will be taxed to the individual trusts 
instead of the Fund’s being taxed 
as an association?’ : 

. ‘Shall we use an incorporated fund, 
issuing units of stock and bonds ar- 
ranged so that practically all of the 
income that would otherwise be tax- 
able to the corporation will be paid 
out as bond interest?’ 

“So far, the trust companies that have 
used unincorporated funds have been suc- 
cessful in avoiding taxation of the fund 
as an association. To do this, it has been 
necessary to use a rather complicated and 
expensive bookkeeping system. In fact, 
the system is so expensive that a large 
fund permitting additions to it twice a 
month would find the expense almost pro- 
hibitive if it were not for the special au- 
tomatic machines that are being used for 
this purpose. 

“Although the trust companies have 
been successful so far in this respect, 
other funds, which have in some cases 
copied the plan of the trust companies 
completely, have not been successful. 

“One or two such funds were forced to 
pay taxes as associations, after having 
made a strenuous fight, and they have 
pointed out to the government that if they 
are taxed as an association, the govern- 
ment must tax similar funds of trust 
companies as associations, and that if 
the government does not tax these funds 
of trust companies as associations, they 
cannot tax the other funds as associa- 
tions.. It is quite likely that some of the 
unincorporated composite funds of trust 
companies, which have not been taxed as 
associations heretofore, may soon find 
that they have been assessed as associa- 
tions. 

“The principal reason why some of the 
trust companies changed to incorporated 
funds, issuing as a unit a $100 4 per cent 
income debenture bond and one share of 
stock having an original cost of $50 con- 
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sisting of $1 capital and $49 surplus, was 
that they feared that the unincorporated 
funds might some day be taxed as asso- 
ciations, and they felt that reducing the 
tax liability of the fund by means of the 
interest obligation which the fund has 
on its debenture bonds was the safer and 
more permanent method of avoiding this 
tax. For example, on the incorporated 
plan, if the corporation earned $6 per 
year on each $150 unit and if it distribut- 
ed the entire $6, it would pay $4 interest 
and a $2 dividend. If two-thirds of the 
earnings of the corporation consisted of 
taxable income and one-third of dividend 
income, the interest paid on the debenture 
bonds would exactly offset the interest 
earned, and there would be no Federal 
Income tax to be paid. Evidently, the 
trust companies that organized such 
funds had in mind that the taxable in- 
come of the corporation would very sel- 
dom exceed two-thirds of its entire in- 
come. 


Which Plan Is Most Desirable? 

“I believe that the majority of the trust 
companies using or contemplating using 
composite funds believe that the unincor- 
porated fund is simpler,” Mr. Davidson 
continues, “and is more compatible with 
the regular business of a trust company. 
They prefer the unincorporated fund, pro- 
vided that the income is not taxable to 
the fund on the basis of an association. 
I personally believe that the fear of Fed- 
eral Income tax in regard to an unincor- 
porated fund has been greately exagger- 
ated, and I am certain that most of the 
men who have discussed the subject with 
me have not prepared figures to see what 
the difference would be. 

“Let us suppose that for each $100 in- 
vested, the fund earns $5 during twelve 
months. In most instances, not more 
than half of the income would be taxable 
income. Quite a few trust companies be- 
lieve that one of the purposes of using 
the Composite Trust plan is to carry 
some common stocks on a basis where 
the risk can be divided among a great 
many interests, and where the assets can 
have closer attention and better invest- 
ment management. If the fund is taxed 
as an association, dividend income would 
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not be taxable income. In addition to 
this, we believe that every large fund, 
whether owned by an individual or an in- 
stitution, should have a certain percent- 
age of the highest grade investments pos- 
sible, which today means tax-free invest- 
ments. 

“Assuming, therefore, earnings of $5 
per $100 invested, $2.50 being taxable in- 
come, the $2.50 would be taxed at the rate 
of 1334 per cent, which is equal to $.34, 
or less than 7 per cent of the gross in- 
come. 

“The question, in considering whether 
or not an unincorporated fund is to be 
used, is, should the trustee claim that it 
is not taxable as an association but that 
the tax is to be paid by the owner of each 
unit, or should the trustee admit at the 
start that the fund may be taxed as an 
association and thereby use less compli- 
cated and less expensive methods of book- 
keeping. 

“Tf the fund is not taxed as an associa- 
tion, the taxable income of each unit 
holder must be kept separately and must 
be reported to the unit holder to enable 
the unit holder to prepare properly his 
income tax return. If it is taxed as an 
association, not only is the bookkeeping 
simpler and less expensive, but it is not 
necessary to furnish this tax information 
to each unit holder. 

“In addition to this, it is quite likely 
that a trust company may do all of the 
additional work required and may take 
care of the additional expenses, in the 
belief that the fund will not be taxed as 
an association, and may then find that it 
was mistaken, and the fund is required to 
pay this tax. In the meantime, the unit 
holders may have changed materially, 
with the result that those, who owned 
the fund at the time the taxable income 
was earned, never paid tax and those, 
who came into the fund after this taxable 
income was earned, must pay the tax in- 
directly, because the tax is assessed 
against their fund. 

“We believe, therefore, that the major- 
itv of new composite trust funds will 
either use the incorporate plan or, if they 
use the unincorporated plan, will make 
no effort to avoid its being taxed as an 
association.” 
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Condensed Statement, March 31, 1934 ey 





RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers 


Bullion in Foreign Branches 

U. S. Government Securities 

Notes of Reconstruction Finance Corporation 
Public Securities 

Stock of the Federal Reserve Bank 

Other Securities 

Loans and Bills Purchased 

Real Estate Bonds and Mortgages 

Items in Transit with Foreign Branches 
Credits Granted on Acceptances 
BS er oe Sd oe acl aac aioe 
Other Real Estate 

Accrued Interest and Accounts Receivable 


LIABILITIES 


$ 90,000,000.00 
170,000,000.00 


Capital 

Surplus Fund 
Undivided Profits 
Capital Note (Payable on or before July 31, 1934) 


Accrued Interest, Miscellaneous Accounts 
Payable, Reserve for Taxes, etc. 


Acceptances 
Less: Own Acceptances Held for Investment. 


Liability as Endorser on Acceptances 
and Foreign Bills 


$116,065,467.30 


$1,157,667 ,279.18 
21,077,711.22 


7,660,072.81 


63,056,724.04 


$1,528,975,103.46 


$ 214,384,972.47 
2,003,821.00 
484,829 ,280.56 
20,000 ,000.00 
62,174,083.76 
8,400,000.00 
21,740,674.22 
628,491 ,774.86 
2,382,413.09 
536.80 
53,008,743.26 
14,008 ,778.92 
115,198.42 

17 434,826.10 


$1,528,975,103.46 


$ 267,660,072.81 
20,000,000.00 


8,423,632.99 


53,008 ,743.26 


874,064.00 
263,600.00 


1,178,744,990.40 
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TAX LIABILITY UPON RECORDING ASSIGNMENTS AND 
DELIVERIES OF STOCK EFFECTED WITHOUT NEW 
YORK STATE, ON BOOKS MAINTAINED THEREIN 


FRANCIS X. MANNIX 
Personal Trust Tax Department, Brooklyn Trust Company 


Editor’s Nete: This article was submitted for criticism to M. Francis Bravman, of the New York law firm of 
McCloy & Bravman, who makes the following comments: ‘Mr. Mannix deals with the problem of the taxing of changes 
in ownership, and the acts incident thereto, of stock in corporations of the taxing State. There may be little question 
in respect of the State’s regulatory power over corporations of its own creation; hence, its power to tax transfers of 
stock of such corporations. That New York has not exercised such power to its fullest extent is the thesis of Mr. Man- 
nix’s article. He admits that New York may tax the recording of a prior transfer of shares or securities of stock in a 
domestic corporation, but concludes that New York has not so exercised this power, or, at least, that it is not clear 
whether or not New York has done so in view of the Uniform Stock Transfer Law. 

‘The New York Tax Law imposes a tax “on all sales * * * of shares or certificates of stock * * * in any domes- 
tic or foreign * * * corporation * * * whether * * * shown by the books of the * * * corporation * * *, or by 
any paper or agreement or memorandum or other evidence of sale or transfer * * * .” The Act further provides that 
it is not intended to impose a tax in respect of shares or certificates of stock where such transfer and all the other acts 
take place without the State, even though a record of the transfer is made upon the books of the corporation required 
to be kept in New York, provided, however, that the transfer is made upon the books of the corporation kept outside 
the State of New York with the approval of the Tax Commission. As a practical matter, ultimately a record of the 
transfer, wherever made, must be “shown” by the books of domestic corporations required to be kept in New York, 
and where permission to keep them outside the State is lacking. 


‘Now, the question whether a State may so extend its sovereignty is a very important one in view of the fact that 


a tax on the transfer of stock may be successfully claimed by many States—by the State of incorporation, by the 
State where the sale or delivery takes place, by the State where the stock transfer office is located and, possibly, by 
other States. Multiple taxation upon the testamentary transfer of stock in corporations was condemned by the Supreme 
Court of the United States (Farmers Loan and Trust Company vs. Minnesota, 280 U. S. 204, 1930; First National 
Bank of Boston vs. State of Maine, 284 U. S. 312, 1932). 


‘May it not be implicit in the foregoing authorities that a similar immunity from multiple taxation should also be 
extended to inter vivos transfer of stock? It is true that inheritance or death taxes are imposed at higher rates and 
made once in a lifetime, yet if the power to tax exists, the Legislature may at will increase the rate of tax. This may 
not be true where confiscatory rates are imposed. The number of transactions may also be numerous, the multiple 
tax therefore destroying the value.of stock as an economic instrument.’ 

N these dolorous days of diminishing 
revenues and inecréasing requirements 
for public aid, it is only natural that 

tax collectors should strain to extract 
every advantage possible from tax stat- 
utes. It is also to be expected that tax- 
payers should strive to defend themselves 
with equal vigor against wrong and 
forced interpretations which would over- 


By an amendment to the tax law’ in 
1905,° a new article * was added to provide 
for the rate and manner of collection of a 
tax upon sales, deliveries, transfers, and 
so forth of shares or certificates of stock. 
Owing to subsequent amendments, a tax 
is now imposed upon “all sales, or agree- 
ments to sell, or memoranda of sales and 
all deliveries or transfers of shares or 


burden them. Taxation is a tug of war; 
it is the most practical feature of a prac- 
tical world and it is with this in mind 
that we approach the question of the 
Stock Transfer Tax discussed in the fol- 
lowing paragraphs. 


IL. 1896, Ch. 908; Ch. XXIV Gen. Laws. (Now Ch. LX 
Cons. Laws; L. 1909, Ch. 62, as amended.) 


*L. 1905, Ch. 241. 


’New York Tax Law, Art. XV; Ch. 24 Gen. Laws; 


(Now Art. XII; Ch. LX Cons. Laws; L. 1909, Ch. 62, as 
amended.) 


_ ‘The statute now generally provides: ‘“‘There is hereby 
imposed and shall immediately accrue and be collected 
a tax, as herein provided, on all sales, or agreements to 
sell, or memoranda of sales and al] deliveries or transfers 


certificates of stock or certificates of 
rights to stock or certificates of deposit 
representing certificates taxable under 


this article;” also, upon acts necessary 


to effectuate such transfers.‘ 
It is well settled that a state has a gen- 


of shares or certificates of stock, or certificates of rights to 
stock, or certificates of deposit representing certificates 
taxable under this article, in any domestic or foreign asso- 
ciation, company or corporation, or certificates of interest 
in business conducted by a trustee or trustees, made after 
the first day of June, nineteen hundred five, whether made 
upon or shown by the books of the association, company, 
corporation or trustee, or by any assignment in blank, or 
or by any delivery, or by any paper or agreement or memo- 
randum or other evidence of sale or transfer, whether in- 
termediate or final, and whether investing the holder with 
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eral and almost unlimited and absolute 
power to tax transactions which actually 
occur within its borders, provided, of 
course, that the tax is laid in accordance 
with constitutional requirements;° that 
it is not oppressive,’ and that it does not 
attempt to tax the instrumentalities of a 
greater sovereignty.’ Whether it exer- 
cises its power and authority to its full- 
est extent in a given case, however, is 
another matter. 

In regard to sales, agreements to sell 
and memoranda of sales executed within 
New York State, no doubt is entertained 
as to their taxability; so, we can omit 
consideration of such transactions by as- 
suming that they occur without the State 
of New York. A question does arise, how- 
ever, as to the nature of the transactions 
which are taxed, when a tax is imposed 
upon “all deliveries or transfers of shares 
or certificates of stock.” 


Deliveries of Stock 

Let us first consider the question of de- 
livery of stock. When is stock delivered? 
Does a stockholder make delivery, under 
the tax law, when he merely hands his 
certificate to an agent, without intent or 
expectation of greater rights being ob- 
tained by either party? It is too well 
settled a legal principle, to admit of con- 
troversy, that possession of an agent is 
possession of the principle. What effect 
has this rule upon interpretation of leg- 
islative intent as to taxable deliveries? 

We ultimately come to the question, 
“What constitutes delivery under Section 
270 of the tax law?” Is it the passing of 
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possession for a use or purpose which 
wilt IM any way benefit the parties in- 
voived? Must the passing of possession 
give the parties new privileges, rights 
aud so forth, in order to constitute a tax- 
abse delivery, even though the deliveree 
may not acquire title, by reason of lack 
ot intent to pass title? What is the na- 
ture of the transaction whereby stock is 
handed to a person, when the receiver re- 
mains exactly in the same position after 
receiving such stock, as he was in prior 
thereto? Is such a transaction a delivery 
within the tax law; or, is the giving of 
the stock disregarded, owing to the fact 
that the receiver’s legal status as a stock- 
holder has remained unchanged? 

The term delivery has been judicially 
defined as the act of parting with posses- 
sion and control of property” In order, 
then, to properly determine the meaning 
of delivery we must also consider the 
meaning of the term possession, as judi- 
cially interpreted. Possession in itself, 
however, has a dual meaning: It may be 
constructive or actual.’ We are here con- 
sidering possession in regard to delivery, 
though, so we shall confine our considera- 
tion to actual possession. Actual posses- 
sion is a detention or enjoyment of a 
thing which a person holds or exercises 
by himself or by another, who keeps or 
exercises it in his name.” To constitute 
such possession, it, has been held that 
mere temporary custody is not sufficient.” 

Thus, a delivery is a transfer of posses- 
sion and dominion of property with the 
intent to transfer the title thereto; or, 
in other words, a surrender of something 





the beneficial interest in or legal title to said stock, or other 
certificates taxable hereunder, or merely with the possession 
or use thereof for any purpose, or to secure the future pay- 
ment of money, or the future transfer of any such stock, 
or certificates * * *. It is not intended by this articie to 
impose a tax * * * in respect to shares or certificates of 
stock, or certificates of rights to stock, or certificates of 
deposit representing certificates of the characier taxed by 
this article, in any domestic association, company or cor- 
poration, even though a record of the transfer is made in 
the stock book kept in compliance with section ten of the 
stock corporation law, if the transfer is made upon the 
books of such association, company, or corporation regu- 
larly kept at a transfer office or by a transfer agent outside 
the state, provided the keeping of such books outside the 
state is necessary or convenient for the transaction of 
the ordinary business affairs of such association, company 
or corporation and is approved by the tax commission, and 
neither the sale, nor the agreement to sell, nor the memor- 
andum of sale, nor the delivery is made in this state and 
no act necessary to effect the transfer (other than the 
making of a record in the stock book kept in compliance 
with section ten of the stock corporation law) is done in 
this state. * * *" (N. Y. Tax Law, Art.QXII, Sec. 270.) 


5Ohio Oil Co. vs. Conway, 281 U. S. 146, 50 Sup. Ct. 310 
(1930); Tyler vs. United States, 281 U. S. 497, 50 Sup. Ct. 


356 (1930); State Board of Tax Com’rs of Indiana vs. 
Jackson, 283 U. S. 527, 51 Sup. Ct. 540 (1931). 


®Farmers Loan & Trust Co. vs. Minnesota, 280, U. S. 204, 
50 Sup. Ct. 98, 74 L., Ed. 371 (1930). 


7McCullouch vs. Maryland, 4 Wheat (U. S.), 316, 4 L. 
Ed. 579 (1819). 


8Dyer vs. Atlantic Coast Line R. Co. (Mo. A.), 186 S. W° 
529, 530 (1916). 


- 49 Corpus Juris (1096); Bouvier Law Dict., and cases 
cited. 


Bouvier Law Dict.; 6 Words and Phrases 5464; 49 
Corpus Juris 1093, and cases cited. 


Emerson vs. State, 33 Tex. Cr. R. 89, 25 S. W. 280. 290 
(1894). The court here held that, to constitute possession, 
there must be combined with custody, the control, care 
and management of the property; so that, under a statute 
relating to theft, if the property be in the mere temporary 
custody of a servant or other person, the indictment need 
not allege the possession to be in such temporary custodian. 
6 Words and Phrases 5467. 


“2Winne vs. Ford, 52 Barb. (N. Y.) 194, 197 (1868,) 
Affd. 43 N. Y. 587 (1871); Crouse vs. Judson, 84 N. Y. S. 
755, 41 Misc. Rep. 338 (1903). 
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to a person, as his own property.” It has 
also been held that the term delivery im- 
ports a surrender or parting of posses- 
sion for a permanent purpose; so, the de- 
livery of a document is more than a mere 
production of it.“ 

We now see that the question of deliv- 
ery is purely one of intention. It appears 
from the preceding judicial definitions 
that mere handing over of stock does not, 
in itself, constitute a delivery of such 
stock; but, on the other hand, by an 
analysis of the surrounding language in 
Section 270 of the tax law, we find that 
an absolute transfer of title to the prop- 
erty is not required in order to complete 
or effect a taxable delivery thereof. It 
seems that a taxable delivery of stock is 
more than a mere handing over of such 
stock, although it may be less than a 
transfer of title to it, by a delivery of its 
possession with intent to transfer title 
thereto. Delivery in such a case would 
be a passing of possession for a use or 
benefit to either the deliverer or deliveree. 
It would be the act whereby the deliveree 
would be placed in a position to enjoy the 


rights of a stockholder, whether or not 
such was the original intention of the 
deliverer. 


Moreover, an original issue of stock has 
been held to be tax exempt by New York 
State; so, it would appear that since it 
is not a taxable transaction, as a delivery 
of stock, then a taxable delivery is not 
involved in the mere handing over of a 
certificate of stock by the corporation, 
unless the certificate is given for a use, 
purpose or benefit to the parties in- 
volved; such as, a delivery pursuant to 
a sale of treasury stock, a delivery pur- 
suant to an exchange of treasury stock 
for property, a delivery of treasury stock 
in payment of an antecedent debt of the 
corporation, and so forth. Consequently, 
inasmuch as the sole purpose of a certifi- 


13Peoples’ National Bank vs. Freemans’ Bank, 169 Mass. 
129, 47 N. E. 588, 61 Am. S. R. 279 (1897). 


“Western Union Tel. Co. vs. Locke, 107 Ind. 9, 13 - 7 N. E. 
579 (1886). 


People vs. Duffy-McInnerney Co., 122 A. D. 336, 106 
N. Y. S. 878 (1907), Affd. 193 N. Y. 636, 86 N. E. 1129 
(1908); Rule No. 4, Rules and Reg. N. Y. Tax Commission. 


%’Note (35) infra. 
“Note (18) infra. 


Rockefeller Foundation vs. State of N. Y., New York, 
Court of Claims, Albany, N. Y., July 13, 1932. In this case. 
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cate of stock is merely to supply docu- 
mentary evidence of a stockholder’s pro 
rata interest in particular corporation,” 
and since title to stock passes without 
the issuance of a new certificate in the 
new name,” production and surrender of 
the certificate to the corporation for can- 
cellation, then, would not be a taxable 
delivery, nor would the subsequent issu- 
ance of a new certificate constitute a tax- 
able delivery by the corporation.” 

Having thus disposed of the question of 
delivery, we may now consider the ques- 
tion whether a taxable transfer is in- 
volved, under existing New York tax 
laws, when an assignment and delivery 
of stock occur without New York State, 
followed by cancellation of the assigned 
certificate and the issuance of a new one 
in lieu thereof, within that state. 


Transfers of Stock 

This leads us to the question: “What 
type of transaction does New York State 
tax when it imposes a tax upon transfers 
of stock? The tax law is not, in itself, 
clear regarding that matter; so, we must 
determine the intent of the legislature, 
from certain other circumstances. 

Often, the term “transfer” is used to 
designate the operation of recording or 
registering a prior passage of title. Such 
a use, it appears, has not been accorded 
legal sanction; yet, it is responsible for 
the confusion that exists as to the intent 
of the legislature when it used that ex- 
pression. 

Transfer has been held to be the act 
whereby property interests in a thing or 
chose-in-action, are passed, from one per- 
son to another.” Likewise, it has been de- 
fined by the authorities as: 

“The act by which the owner of a thing delivers 


it to another person with the intent of passing the 
rights which he has in it to the latter.” 


also, as the 
“Conveyance of right, title or property, either 


the court held that where title to stock has passed by 
operation of law, and new certificates were issued to the 
transferee, the whole transaction was tax exempt. The 
court, by implication, decided that the issuance of a new 
certificate could not transform a tax exempt transfer into 
a taxable delivery; and by that, it virtually ruled that 
neither cancellation of the transferred certificate nor 
issuance of a new one in lieu thereof, were taxable deliveries. 

19Pirie vs. Chicago Title & Trust Co., 182 U. S. 438, 21 
Sup. Ct. 906 (1901); Sands vs. Hill, 55 N. Y. 18, 22, (1873), 
construing that word in relation to ‘“‘sales, assignments, 
mortgages and conveyances.” 


2Bouvier’s Law Dictionary. 
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real or personal, from one person to another, 
’ either by sale, by gift or otherwise. 7 


It is clear, then, that in law, transfer 
has a distinct and definite meaning. Such 
meaning, however, is rather technical, 
and, that being the case, it is presumed 
that the legislature intended the word 
transfer in its technical sense. 

Moreover, the legislature, in naming 
numerous acts, upon which a tax is im- 
posed, has shown that it attempted to 
reach the acts whereby legal or equitable 
title to stock passes. From this, we could 
glean that the legislature intended to tax 
the passage of legal or equitable title, or 
both, or acts necessary to effectuate trans- 
fers of title. 

Furthermore, the view was expressed 
that, when it enacted the New York Stat- 
ute, the legislature intended to tax only 
actual sales and transfers.” We may now 
feel somewhat assured that, when it im- 
posed a tax upon transfers of stock, the 
legislature intended to tax, not the re- 
cording of a prior passage of title, but 
the acts whereby title passes in the first 
instance. Transfer, then, was intended to 


signify a passing of title, and not a regis- 
tration of the shares. 


The misconception of the meaning of 
transfer of stock arose out of the fact 
that, at the time of the enactment of the 
statute, imposing a tax upon transfers of 
stock, the Common Law rules applied to 
the manner in which title to stock could 
be transferred. The corporations could, 
as they usually did, restrict transfers to 
those only, which were made or effected 
upon their books.” Registry on the books 
of the respective corporations made the 
transfers complete.” 

In view of this fact, Attorneys Gener- 
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al have ruled that where new certificates 
are actually issued within the State, mak- 
ing the transfers effectual, the transac- 
tions are taxable,” and that where some 
acts necessary to complete the transfers 
occur within New York State, the trans- 
actions are taxable.” 

For this reason, the tax authorities ex- 
acted a tax upon the recording of trans- 
fers of stocks, regardless of the place 
where they were assigned and delivered; 
the recording on books maintained with- 
in New York State, then being a neces- 
sary act done within that state to effectu- 
ate the transfers, under authorized cor- 
porate restrictions, was held by the tax 
authorities to constitute a taxable trans- 
action. 

Operation of Uniform Stock Transfer Act 

Subsequently, the New York State Leg- 
islature .adopted the Uniform Stock 
Transfer Act,” which regulates the trans- 
fer of title to stock of corporations organ- 
ized under the laws of New York State 
or any other state which has adopted the 
same statute.” That act, it seems, ma- 
terially affected the taxation of transfers 
of stock certificates, recorded on books 
maintained in New York, subsequent to 
an assignment and delivery of such cer- 
tificates outside of that state; yet, the 
rulings of Attorneys General and the tax 
authorities were not modified or amended 
to give effect to the changes in the law. 


A close examination of Section 270 sug- 
gests that a transfer of legal or equitable 
title or change of appearance of title 
(where there has been no actual prior 
transfer of title), or any act necessary to 
complete transfers of title, which occurs 
within New York State. is taxed: any act 








"Century Dictionary; 8 Words and Phrases 7064; 63 
Corpus Juris 779. 

2Travis vs. American Cities Co., et al., 192 A. D. 16, 182 
N. Y. S. 394 (1920), Affd. 233 N. Y. 510, 135 N. E. 896 
(1922). 

*%Bank of Commerce vs. Bank of Newport, 63 Fed. 898 
(1894); Otis Admr. vs. Gardner, et al., 105 Ill. 436, 442 
(1883). 

*Chemical National Bank of New York vs. Colwell, 132 
N. Y. 250 (1892). 

%Op. N. Y. Atty. Gen. 527 (1910). 

*Op. N. Y. Atty. Gen. 373 (1913). 

27This act constitutes Secs. 162-185 Per. Prop. Law; L. 
1913, Ch. 41. 

*%The act provides that ‘‘Title to a certificate and to the 
shares represented thereby can be transferred only: 


“*(a) By delivery of the certificate indorsed either in blank 


or to a specified person by the person appearing by 
the certificate to be the owner of the shares represented 
thereby; or 

By delivery of the certificate and a separate docu- 
ment containing a written assignment of the certifi- 
ficate or a power of attorney to sell, assign or tansfer 
the same or the shares represented thereby, signed 
by the person appearing by the certificate to be the 
owner of the shares represented thereby. Such as- 
signment or power of attorney may be either in blank 
or to a specified person. 

The provisions of this section shall be applicable 
although the charter or articles of incorporation or 
code of regulations or bylaws of the corporation 
issuing the certificate and the certificate itself pro- 
vide that the shares represented thereby shall be 
transferable only on the books of the corporation or 
shall be registered by a registrar or transferred by- 
a transfer agent.” 

(U.S. T. A., Sec. 1; Per. Prop. L., Sec. 162). 
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short of those, it appears, is not a taxable 
transfer. A taxable transfer of legal title, 
however, has been held to be, and includes, 
a change of appearance of title from one 
person having legal title or appearance 
of title, to another person.” It will be 
noted at this point, however, that when a 
person obtains title under the Uniform 
Stock Transfer Act,” he also has appear- 
ance of title, although the transfer of title 
to him be unregistered; so, there can be 
neither a change of title nor of appear- 
ance of title by a mere registration of 
already perfect title.” 

The transactions that are taxable at 
all, are so taxable “whether made upon 
or shown by the books of the association, 
company, corporation or trustee, or by 
any assignment in blank, or by any de- 
livery; * * *” if there is a passage of 
title within New York State, the trans- 
action is taxable, regardless of how or by 
what mode, means or procedure, title was 
transferred. When title passes, however, 
appearance of title passes with it. Con- 
sequently, the recording of a transfer of 
title, which occurred outside of the State 
of New York, carrying with it a change 
of appearance of title, is not taxable by 
New York under Section 270 of the tax 
law as it now exists, because neither title 
nor appearance of title has passed within 
that state. 

For some reason or other, the tax offi- 
cials make the case of Bonbright vs. State 
of New York® their by-word and bible 
when considering the taxability of cer- 
tain stock transfers. While the rule in 
that case is the authority for the propo- 
sition that appearance of title and not 
actual ownership is the measuring rod 
of taxable legal title; nevertheless, it does 
not seem to support the theory of the tax 
authorities that the issuance, within New 
York State, of a new certificate of stock, 
in lieu of a cancelled one, pursuant to an 
assignment and delivery of the latter 
without that state, renders the transac- 


2Bonbright vs. State of New York, 165 A. D. 640, 151 
N. Y. S. 35 (1915). 


U.S. T. A., Sec. 1; Sec. 162 Per. Prop. Law. 


31[n re Broomhall, Killough & Co. Inc. 47 F (2nd) 948 
(1939), where it was held that, to pass title under the 
Jniform Stock Transfer Act, there must be a delivery and 
surrender of physical possession of the certificates (or duly 
executed powers where the certificates are not in possession 
of the transferor); Travis vs. Knox Terpezone Co., 215 N. Y. 
259, 264 - 109 N. E. 250 (1915). 
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tion taxable by the State of New York. 
The decision in that case could not be 
construed to mean that the mere placing 
of stock in new names of purchasers is a 
transfer of the shares. That would be 
ignoring the provisions of the first section 
of the Uniform Stock Transfer Act.” The 
Bonbright case“ merely states that Sec. 
270 of the Tax Law applies to changes of 
appearance of legal title within New York 
State, where there has been no actual 
prior transfer of equitable or legal title. 
If title has previously passed, however, 
appearance of title has passed with it, 
and the registration of the transfer is not 
a transfer of title in itself, nor is it an- 
other change of appearance of title; so, 
the Bonbright case does not then apply. 


Effect of Recording Transfers on Books 


Under the Uniform Stock Transfer Act, 
if a transfer of stock of a corporation, 
organized under the laws of some state 
which has adopted that statute, is made 
by assignment and delivery within a 
state, other than New York, which also 
has adopted it, the necessary title has al- 
ready passed outside of New York State, 
making the changing: of registration 
within this state a non-taxable transac- 
tion, wnless the laws of the state of in- 
corporation of the stock company, or of 
the state where the assignment and de- 
livery occurred, or of both states, require 
the issuance of a new certificate as neces- 
sary to complete the whole transaction, 
and to render the transfer effectual. 

But such is not the case in New York. 
The sole purpose of a certificate of stock 
is merely to supply documentary evidence 
of a stockholder’s pro rata interest in a 
particular corporation.” In fact, the can- 
cellation of an outstanding certificate of 
stock and the issuance of a new one in 
lieu thereof, has been held not to be a 
transfer of stock itself but merely a step 
creating evidence of the right to share in 
the profits and assets of the corporation. 

*2Bonbright vs. State of New York, supra, note (29). 

%3In re Broomhall, Killough & Co. Inc., supra, note (31). 

“Bonbright vs. State of New York, supra, note (29). 


%Harris vs. Central Title and Trust Co., 338 Ill. 245, 170 
N. E. 285 (1930); People vs. Colman, 126 N. Y. 433, 27 
N. E. 818 (1891); U.S. Radiator Corp. vs. State, 208 N. Y. 
144, 101 N. E. 783 (1913); Pierpoint vs. Hoyt, 260 N. Y. 
26, 182 N. E. 235 (1932); National Surety Co. vs. Indemnity 
Ins. Co., 237 A. D. 485, 261 N. Y. S. 605 (1933). 
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Title passes without the issuance of a 
new certificate in the new name.” It is 
not essential, therefore, that a certificate 
be issued in order that one may be a 
legally recognized stockholder.” 

Consequently, since a transferee ob- 
tains both title and appearance of title, 
pursuant to a sale, gift or otherwise, 
when the assignment and delivery are 
made, there can be no additional taxable 
transfer merely upon the cancellation of 
the assigned certificate and the issuance 
of a new one. To whom could the second 
transfer be made but to the person who 
already has title, and appearance of 
title? Even assuming that there was a 
second transfer involved in such a trans- 
action, may a tax be imposed upon a 
transfer from one to himself when he is 
not acting in different capacities? There is 
no provision in the tax law authorizing it. 

An assignee who has an assignment of 
stock recorded on a corporation’s books 
obtains no greater rights than he had 
prior to the recording of such assignment. 
The fact that a corporation is not for- 
bidden to treat the registered holder as 
the continuing owner® does not mean 
that an assignee, who has not recorded 
an assignment of stock to him, is de- 
prived of any of his rights. It merely 
means that the corporation is to be pro- 
tected when it has no notice of the as- 
signment and that it is not bound to suf- 
fer as a result of a stockholder’s failure 
to protect his own interest. 

Even under the Common Law, as be- 
tween the parties, the assignee of an un- 
recorded transfer of stock had superior 
rights against the record holder thereof. 
The transferee, in such a case, is the own- 
er of the shares so assigned; both in law 
and in equity, and all that is done by a 
recording, is the registration of perfect 
title.” 

The record of an assignment is merely 
notice to the corporation of the already 
~ % Rockefeller Foundation vs. State of N. Y., New York 
Court of Claims, Albany, N. Y., July 13, 1932. 

37 Pacific National Bank vs. Eaton (1891), 141 U. S. 227, 
11 Sup. Ct. 984, 35 L. Ed. 702: Thaver vs. Butler (1891) 
141 U. S. 234, 11 Sup. Ct. 987, 35 L. Ed. 711; Kennedy vs. 
Hodges (1913) 215 Mass. 112, 102 N. E. 432; Auld vs. 
Caunt (1914) 216 Mass. 381, 103 N. E. 933; American Pig 
Iron Storage Co. vs. State Board of Assessors (1894) 56 N. J. 
L. 389, 29 A. 160; Robson vs. C. E. Fenniman Co. (1912), 
83 N. J. L. 453, 85 A. 356; Fidelity Trust Co. vs. Federal 


Trust Co. (1917) 87 N. J. Eq. 550, 100 A. 615; U. S. Radi- 
ator Corp. vs. State (1913) 208 N. Y. 144, 101 N. E. 783; 


TRUST COMPANIES 


existing rights of the assignee; it fur- 
nishes protection against a subsequent 
fraudulent assignment of the same stock, 
or any unauthorized revocation of the 
assignment, and is notice that the rights 
of the transferor are gone, and that he 
can neither re-assign nor revoke the orig- 
inal assignment. The record of such 
transfer is not necessary to its validity; 
the failure to record an assignment of the 
stock could not blot out the fact of such 
assignment. 

Now, therefore, as recording on the 
transfer books is not an act necessary to 
complete or effectuate the transfer, no act 
necessary to complete the transfer of 
stock, assigned and delivered outside of 
New York State, takes place within that 
State upon the mere recording of the 
transaction and the issuance of a new 
certificate in the name of the assignee. 
It follows, then, that such a transaction 
is not taxable by the State of New York, 
under existing tax laws. 

Analagous situations and circumstances 
exist in connection with an assignment 
and delivery of a mortgage, and the exe- 
cution and delivery of a deed. The as- 
signee of an unrecorded valid assignment 
of a mortgage has recognizable title 
against the whole world, except a bona 
fide purchaser for value, without notice, 
despite the fact that if the assignment of 
the mortgage is not recorded, the mort- 
gagor may make a partial payment of 
either interest or principal to the record 
holder of the mortgage, without having to 
make the payment all over again to the 
assignee who had failed to record his as- 
signment; provided that the mortgagor 
has no notice of such assignment, and 
provided that the payment is not a final 
one, and the person so paying is not 
charged with inquiry as to the assign- 
ment, or with responsibility for failing to 
obtain possession of the instrument itself 
upon such payment.” 





Hale vs. West Porto Rico Sugar Co. (1922) 200 A. D. 577, 
193 N. Y. S. 555; Allen vs. Ryan (1927) 246 N. Y. 609, 219 
A. D. 634, 221 N. Y. S. 77. 

%8Uniform Stock Transfer Act, Sec. 3; Per. Prop. L., 
Sec. 164. 

Commercial Bank vs. Kortright, 22 Wend (N. Y.) 348 
(1839); New York and New Haven R. R. Co. vs. Schuyler, 
34 N. Y. 30, 80 (1865); Travis vs. Knox Terpezone Co., 
215 N. Y. 259, 264-109 N. E. 250 (1915). 

4A ssets Realization Company vs. Clark (1912) 205 N. Y. 
105, 98 N. E. 457. 
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Likewise, by omitting to have his trans- 
fer recorded, the holder of a certificate 
of stock is in a position analogous to that 
of the holder of an unrecorded deed of 
land. He assumes the burden of recover- 
ing dividends, interest and so forth, paid 
to the registered holder, thus freeing the 
person making such payments of the ob- 
ligation of making similar payments to 
the assignee. In other respects, however, 
his title is complete by the assignment 
and delivery of the stock, and is superior 
to that of the registered holder.“ Conse- 
quently, not even by requiring him to re- 
cover the dividends from the registered 
holder, is the assignee of the stock placed 
in a position other than that of stock- 
holder because, by the fact that he has 
the legal right to recover such dividends 
paid to the registered holder, he is thus 
recognized, in law, as the stockholder. 

The consequence is that recording gives 
no greater rights than are already pos- 
sessed by the assignment, whether it be 
of a mortgage, stock or otherwise. The 


purpose of recording is merely to protect 


innocent people, who should not suffer 
from an assignee’s negligence, or failure 
to protect his own rights. Applying this 
rule, we come to the conclusion that when 
stock of a corporation, organized under 
the laws of some state which has adopted 
the Uniform Stock Transfer Act, is trans- 
ferred by assignment and delivery within 
a state, other than New York, which also 
has adopted that act, the necessary title 
has already passed outside of New York 
State, making the recording on corporate 
books maintained within that state an 
act unnecessary to complete the transfer 
of title, and therefore outside of the scope 
and the provisions of Sec. 270 of the New 
York Tax Law. 


Recording Not Controlling Taxability 


A question may now be raised as to the 
meaning and intention of the Legislature 
when it inserted the clause, “Whether 
made or shown by the books of the corpo- 
ration,” in the tax law. It seems that 
that clause does not affect the question 


under consideration, as to whether as- 
signments and deliveries of stock certifi- 
cates without New York State, but which 
are recorded on books maintained within 
that state, are taxable transactions. 

The statute“ states that those assign- 
ments, transfers, and deliveries which are 
taxable, are so taxable, “whether made or 
shown by the books of the corporation.” 
It appears that such clause does not nec- 
essarily mean that the transfer, by rea- 
son of its being made or shown by the 
books of the corporation, is taxable, but 
merely means that assignments, transfers 
of title or deliveries effected within this 
state, regardless of whether or not made 
or shown by the books of the corporation, 
are taxable. A tax law, however, can 
have no extra-territorial operation.“ Con- 
sequently, if the assignments, transfers of 
title and deliveries are executed without 
the State of New York, the transactions 
are not taxable, regardless of whether or 
not made or shown by the books of the 
corporation. The existence of such other 
phrases as “Whether intermediate or 
final,” and “Whether investing the holder 
with the beneficial interest in or legal 
title to said stock,” confirm the opinion 
that “regardless” was intended, and is 
understood to precede “whether.” 

In other words, it seems that when 
stock certificates are assigned, trans- 
ferred and delivered without the state, 
making or showing the transactions on 
the corporate books is immaterial. That 
is additional support for the theory 
of the non-taxability of assignments 
and deliveries without the state, even 
though recorded on books within the 
state. A different situation exists, of 
course, when stock can be and is assigned 
and transferred only by book records, as 
when certificates of stock are not issued 
to stockholders. Under the recent amend- 
ments,“ to the Tax Law, not even by frau- 
dulently removing the books from this 
State, can that tax be evaded. But such 
a transfer and its effects have no bearing 
upon transfers of actual certificates of 
stock, title to which passes by assignment 
and delivery, under the provisions of the 


EEE 


41McNiel vs. Tenth National Bank (1871), 46 N. Y. 325. 
42Sec. 270 New York Tax Law. 
3First National Bank of Boston vs. State of Maine 284 


U. S. 312, 52 Sup. Ct. 174, 76 L. Ed. 313, and cases cited 
therein (1932). 


“0, 1933, Ch. 454 and 455, 
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Uniform Stock Transfer Act.“ At best, 
the tax law, in this respect, is rather am- 
biguous. 

Moreover, by statute,“ Sec. 270 of the 
Tax Law was amended, retroactive to 
April 19, 1905, so that transfers are tax- 
able only if the sale, the agreement to 
sell, the delivery, the memorandum of 
sale or some act necessary to complete 
the transfer was done in New York State. 
The test to be applied in determining 
whether a certain act is necessary to com- 
plete a transfer of stock is: May recovery 
be had in an action for the purchase 
price, upon the sale of such stock, with- 
out the act in question first having been 
done? Inasmuch as title passes upon as- 
signment and delivery of stock, should 
those acts, and those alone, be done after 
a contract for the sale of such stock was 
entered into, there is no doubt that the 
transferor-vendor would be entitled to 
the contract price. 

Since the recording of a transfer and 
the issuance of a new certificate is not 
necessary, therefore, under New York 
laws, to make a person a legally recog- 
nized stockholder, an assignment of stock 
within a state which has adopted the 
Uniform Stock Transfer Act is not tax- 
able by New York even though the trans- 
fer be recorded on books kept within this 
state, if the state, wherein the assign- 
ment was effected, does not require the 
issuance of a new certificate as a pre- 
requisite to the full recognition of the 
corporation and stockholder relation. 


Construction of Tax Laws Favor Taxpayer 


When considering tax liability, the log- 
ical procedure is to examine the tax laws 
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to determine whether a tax is clearly im- 
posed. If the provisions of the law are 
either favorable to the taxpayer, or are 
in conflict, the taxpayer is not obliged 
to assume the responsibility and risk of 
payment and subsequent recovery. It is 
a well settled principle of law that a 
statute imposing a special tax is to be 
strictly construed in favor of the taxpay- 
er and against the taxing power.“ 

Likewise, it has been held“ that in the 
interpretation of statutes levying taxes, 
it is the established rule not to extend 
their provisions, by implication, beyond 
the clear import of the language used, or 
to enlarge their operations so as to em- 
brace matters not specifically pointed 
out. In case of doubt, they are construed 
most strongly against the government.” 
This is especially true when there is a 
question of doubt as to whether clear pro- 
visions of the Uniform Stock Transfer 
Act take precedence over the ambiguous 
provisions of the Tax law, or vice versa. 

Notwithstanding the fact that con- 
structions of excise or special tax” laws 
are to favor the taxpayer, since the adop- 
tion of the Uniform Stock Transfer Act 
by New York State, large sums of money 
have been collected in stock transfer 
taxes, which, it is submitted, were not 
payable in the first instance. 

While only the New York Tax Law has 
been mentioned, nevertheless, the conclu- 
sions already expressed also apply to the 
stock transfer tax laws of the states of 
Massachusetts, Pennsylvania, and Indi- 
ana, which states adopted the Uniform 
Stock Transfer Act on March 5th, 1910, 
January Ist, 1912, and February 25th, 
1923, respectively. 





4 People vs. Duffy-McInnerney, 122 A. D. 336, 106 N. Y. 
S. 878 (1907), where the court, in distinguishing between 
transfers of stock by means of actual certificates, and trans- 
fers by mere book records, said: “It is argued that the sta- 
tute refers to instances where the transfer is indicated 
simply upon the books of the company, and not by the 
transfer of certificates already in existence, and that it 
was intended thereby to include the original issuance of 
the stock. But it is not infrequent that corporations exist 
without the issuance of stock, and without any paper 
showing the interest of the subscribers, other than a min- 
ute thereof upon the books of the company. It is clear to 
my mind, that this part of the section refers to those cases 
where the stockholder, without his certificate of stock, is 
transferring or selling his right in the corporation to another 
party, where the only evidence of such transfer appears 
upon the books of the company.” 


#*L. 1927, Ch. 403. 


“Gould vs. Gould, 245 U. S. 151, 38 Sup. Ct. 53, 62 L. Ed. 
11 (1917); United States vs. Merriam, 263 U. S. 179, 44 


Sup. Ct. 69, 68 L. Ed. 240 (1923); Bowers vs. New York and 
Albany Co., 273 U. S. 346, 47 Sup. Ct. 389, 71 L. Ed. 676 
(1927); Burnett vs. Niagara Falls Brewing Co., 282 U. S. 648, 
51 Sup. Ct. 262, 75 L. Ed. 594 (1931); Smith vs. Browning, 
225 N. Y. 358, 122 N. E. 217 (1919); People vs. Duffy- 
McInnerney, 122 A. D. 336, 106 N. Y. S. 878 (1907). 


48Matter of Enston, 113 N. Y. 174, 21 N. E. 87 (1889), 
where the court said: ‘‘It is a well established rule that a 
citizen cannot be subjected to special burdens without the 
clear warrant of the law; see also American Net & Twine 
Co. vs. Worthington, 141 U. S. 486 (1891); Benziger vs. 
United States, 192 U. S. 38, 55 (1904); Gould vs. Gould, 
245 U. S. 151, 153-38 Sup. Ct. 53 (1917); Matter of Vassar, 
127 N. Y. 1, 27 N. E. 394 (1891). 

4#See note 48, supra. 

8A stock transfer tax is a special or excise tax and not a 
property tax. See People vs. Reardon, 184 N. Y. 431, 77 
N. E. 970 (1906), Affd. 204 U. S. 152, 27 Sup. Ct. 188 
(1907); U. S. Radiator Corp. vs. State, 208 N. Y. 144, 101 
N. E. 783 (1913). 
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THE CHASE 
NATIONAL BANK 


of the (ity of New York 


STATEMENT of CONDITION, MARCH 31, 


RESOURCES 

Cash AND Due From BaNnkKS. . 
U. S. GovERNMENT SECURITIES . 
Notes Or RECONSTRUCTION FINANCE Ceareuns TION . 
StaTE AND Muwnicipat SECURITIES MATURING WITHIN 

TWO YEARS 
OrHER STATE AND Mumcspas Secvastens . 
OrHER SECURITIES MATURING WITHIN TWO YEARS . 
FEDERAL Reserve BANK Srock. 
Oruer Bonps AND SECURITIES 
Loans, Discounts AND BANKERS’ 
Rea Estate . 
REDEMPTION Furo—Unrrep Svan Tesasunee . 
Customers’ AccEPTANCE LIABILITY 
OrueER ASSETS . 


ACCEPTANCES 


LIABILITIES 


CaPpITAL—PREFERRED 
Capirat—Common 

SurPLus. ‘ 

UnDIVIDED Paorrrs e P 
RESERVE FOR CONTINGENCIES : 
RESERVE FOR TAXES, INPEREST, ETC. . 
DivipEND PayaBLe AprIL 1, 1934 ; 
Deposits . 
CERTIFIED AND Casmsnn’ s Cane SP « 
Circutatinc Notes. 

AccePTANCES OUTSTANDING 
IreMs IN TRANSIT WITH BRANCHES. 


LiaBILITy AS ENDORSER ON ACCEPTANCES AND ’ Fonsic N 


a ee ao ee ee a Se OS 
Oruer LIABILITIES 


. $ 


1934 


. $ 393,071,746.42 


319,599,610.44 
46,222,000.00 


74,628,123.63 
39,344,013.71 
36,839, 521.53 
8, 160,000.00 
78,801 ,809.12 
713,247,133.34 
42,593,691.13 
1,250,000.00 
50,514,216.71 
16,267,180.77 


$1,820,539,046.80 


50,000,000.00 
100,270,000.00 
50,000,000.00 
11,374,762.91 
17,132,019.83 
1,439,866.59 
2,590,000.00 
1,475,813,570.83 
21,673, 173.96 
25,000,000.00 
54,116,108.31 
1,944,920.64 


1,532,906.05 
7,651,717.68 


$1,820,539,046.80 


AAA RARARA 


This statement does not include the statements of any of 
the organizations affiliated with The Chase National Bank. 
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SALVAGING HUMAN VALUES 


A Trust Officer Philosophizes 


LEE S. TRIMBLE 


OMEWHERE within the realm of 

the duties of a trust officer is a fine 

line of division between the first 
claim on him to make profitable use in 
a monetary sense, of both time and effort, 
and an outer sphere of usefulness in hu- 
man service and social benefit. 


There may be trust men who will not 
acknowledge such a division, deeming it 
the sole object of trust administration to 
make a profit, letting such social service 
as may be rendered be incidental. There 
are others who will rejoice in any oppor- 
tunity to exert their abilities and favored 
position to render sympathetic service to 
those incapable of or for some reason un- 
able to serve themselves. 

Both positions have elements of right, 
and the successful officer, for his institu- 
tion and himself, will be he who can find 
the golden mean, maintaining a balance 
between the two extremes with effective- 
ness in both, overstressing neither. 

With the social minded there is a deep 
satisfaction in experiencing a successful 
effort to make happier the lot of some 
handicapped human being; of effecting 
improvement in living standards; in in- 
fluencing a beneficial change of direction 
in life, or of ameliorating an unfortunate 
condition. 

The instances given here may be but 
substantial repetitions of what many a 
trust man has experienced, but still may 
be worth recording as all real human ex- 
perience is valuable history when perpet- 
uated for the use and guidance of those 
who follow. 


Trader Horn opined that “Looked at 
from a distance the Past is as good as 
fiction,” and he might have added, often 
more interesting because true. 


What Would You Have Done? 
Take the case of Patty Chisholf, which 


Vice-president and Trust Officer, Georgia Railroad Bank & Trust Company, Augusta, Ga. 


was not her name, of course, who became 
the ward of a trust company at the age 
of twelve when she was orphaned. She 
was left a small patrimony, enough for 
her simple needs until she should reach 
maturity. 

She went to live with an aunt, a woman 
of not so much lax morals as careless, ir- 
responsible ways, so that Patty was al- 
lowed to skip school, omit church attend- 
ance, and otherwise live a free, easy life. 
She matured early; was in constant com- 
pany with boys at fourteen, and at fifteen 
eloped with a scapegrace who had just 
come to town. Under the law of that 
state, marriage immediately removed the 
disabilities of minority, so the newlyweds, 
being advised of their rights, made early 
demand for her small inheritance. About 
that time the sheriff of another county 
came looking for the husband on a charge 
of wife desertion, and Patty found herself 
no wife, but a victim of circumstance. 


Thus arose one of those anomalies 
sometimes created by the conflict of laws. 
Patty was a minor in age, yet legally sui 
juris because married. Wed to a biga- 
mist, the marriage ceremony was without 
validity. To further complicate the mat- 
ter, in due season a baby was born. A 
strict business way of handling it would 
have resulted in handing over her prop- 
erty, leaving her to make her ignorant 
way through life, handicapped so that 
any worthwhile use of her future was 
almost barred. Another way was to have 
stood by, placing the infant in an insti- 
tution, and insisting upon using the re- 
mainder of her estate in training her for 
useful and respectable service. What 
would you have done? 


Service That Cannot Be Appraised 


Another case comes to mind. A trust 
officer was approached by an ignorant 
German servant girl, who shall be name- 
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less, in great distress of mind. She had 
come to America with some Americans 
who were touring Germany, serving them 
as maid for her passage money. Arriving 
in this country she made her way South, 
and was in time, as she explained, se- 
duced by the son of her employer. She 
had but little money, was practically 
friendless and dared not return home. 
She did not know how to go about it, but 
her idea was to put some money aside for 
the care and rearing of her baby soon to 
be born, which she planned to send back 
to her parents across the sea as soon as 
it was old enough to make the trip. The 
small trust fund was started, and the 
plan faithfully adhered to through the 
years. Young John Thibaut Abich (we 
will call him) grew up in Germany, sup- 
ported by remittances from his mother 
in America, all unaware of his origin, 
and without knowledge of how ‘toilstained 
the dollars were that reached over to 
make something of his life and future. 
Before he reached legal age, the mother 
was sleeping in an unmarked grave, a 
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part of her self-denial, as her money was 
dedicated to another purpose. But her 
provision for him carried on until the 
day when an imposing document, resplen- 
dent in red ribbon and gold seals, brought 
the intelligence that his twenty-first birth- 
day had arrived. The final remittance 
sent to him terminating the trust was not 
large in total, but what it represented 
was a mountain of self-sacrificing love 
and effort. Business-wise, there was lit- 
tle or no profit in handling this fund, but 
what of other values, do you see them? 
Perhaps, son Thibaut is now a lusty Nazi, 
cocky and bold, and may even be taking 
pride in his ancestry line as so many 
people do. 


Pledge That Must Be Fulfilled 


Current business history is full of in- 
dications, even warnings, that those prac- 
tices that have grown up in the economic 
body that are inimical to the general 
good must go. Those businesses, among 
them trust administration, that are de- 
pendent upon good will of the public for 
their use and growth must take into ac- 
count what pleases the public. In trust 
advertising it is common to find the 
pledge of warm personal interest in the 
beneficiaries to be served. Such a prin- 
ciple must be made good, whether prom- 
ised or not, under the new conception of 
public relations that is evolving as a part 
of the new order. 


One of the cardinal rules of law upon 
which all fiduciaries rely and observe is 
that rule of conduct toward a trust such 
as a prudent man of business would fol- 
low in his own affairs. By the same token 
the golden mean above referred to may be 
found in striking a balance of loyalty as 
between devotion to profits and that of 
service to humanity, just as a strong, 
kind, wholesouled man of business would 
apportion his efforts between personal 
profit making and neighborliness-charity- 
hospitality. To be a well-rounded char- 
acter, worthy of confidence and respect, 
all these qualities must be included, and 
it is not too much to expect a similar de- 
velopment in corporate entities which 
profess that rendering public service is 
their reason for existence. 
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The 


NATIONAL BANK 


OF DETROIT 


Statement of Condition, March 5, 1934 


RESOURCES 


Cash on Hand and Due from 
other Banks. . . . . . $ 52,805,820.00 


United States Government 
Securities ... aes 97,683,272.52 


Securities other than U. S. Government 
Stock in Federal Reserve Bank . 

Loans and Discounts . 

Real Estate Mortgages 

Overdrafts 

Accrued Interest Meccivahte—~Det . 


Customers’ Liability Account of Acceptances and 
Letters of Credit : 


Other Resources . 


TOTAL RESOURCES . 


LIABILITIES 
Deposits: 
Commercial, Bank and Savings $174,656,454.97 


Public Funds secured by pledge 
of U.S. Government Bonds: 


Treasurer—State of Michi- 
ae. Gs gl bs 6,528,642. 77 


U.S. Sitetemeie Pee ‘eter 18,613,372.58 
Miscellaneous . .. . 381,341.30 


Other Public Deposits. .. 3,367,315. 56 


Capital Account: 
Preferred Stock. . . . . 12,500,000. 00 
Common Stock Dias ae os 5,000,000. 00 
Gurolus ... . soe 5,000,000. 00 
Undivided Profits (Paid in) . 2,500,000. 00 
Undivided Profits (Earned) . 463,905.56 


Reserve for Contingencies 

Reserve for Expenses and Dividends 

Our Liability Account of ennwnicunl: and Leite 
of Credit ae ee a cal 


TOTAL LIABILITIES . 


$150,489,092 .52 
6,784,991 .62 
675,000.00 
59,404,616 .93 
10,849,057 .36 
2,238.71 
1,238,576. 20 


291,812.10 
96,982.21 


$229,832,367.65 


$203,547,127.18 


25,463,905 .56 


300,000.00 
229,522.81 


291,812.10 


$229,832,367.65 





The First National 
Bank of Chicago 


Qualified in Strength, Size, 
Experience and Prestige to 
serve in the most responsi- 
ble corporate trust capacities: 


Corporate Trustee 
Registrar 
Transfer Agent 
Depositary 
Disbursing Agent 
Paying Agent 









































AN INDEPENDENT BAR 


THOMAS T. DUNN 
Vice-President and Trust Officer, United Savings Bank of Detroit 


HE first amendment to the United 

States Constitution provides— 
“Congress shall make no law respect- 
ing an establishment of religion, or 
prohibiting the free exercise thereof; 
or abridging the freedom of speech, 
or of the press; or the right of the 
people peaceably to assemble, and to 
petition the Government for a redress 
of grievances.” 


Other amendments, immediately follow- 
ing the first, are in the same vein and 
relate to fundamental rights of the 


people, real and corporate. Besides these 
fundamental rights are many thousand 
major and minor legal rights which com- 
bine into our philosophy of a free people. 

However, legal rights are subject to 
encroachment and violation by govern- 
ments, organizations and individuals. To 


correct the wrongs, resulting from such 
legal encroachments and violations, re- 
quires the exercise of legal remedies. Our 
governmental units provide the criminal 
and civil courts, and the prosecution re- 
quired by criminal encroachments and 
violations. However, governmental units 
do not supply the defense counsel in 
criminal matters, except when the ac- 
cused is impoverished and then as a sort 
of gratuity by members of the Bar; nor 
do governmental units supply the talent 
in either the prosecution or defense of 
civil matters, nor in the matter of legal 
counselling in civil matters which is a 
very important phase in our contacts 
with law. 

Private initiative, in the form of the 
Bar, supplies these broad needs. Such 
regulations as are promulgated for the 
regulation of the Bar are sponsored 
largely by the leading members of the 
Bar and the Bench. 


The members of the Bar are substan- 
tially independent of governmental units, 
and of each other. This independence is 


of very great value and importance to 
the individual welfare and the common 
welfare. This independence assures a 
broad and versatile Bar membership 
from among which may be enlisted legal 
talent for every aggrieved cause. Were 
the members of the Bar dependent upon 
a governmental unit or closely knitted 
together in their profession, they would 
quite likely adopt uniform views of one 
or more schools of thought. If such 
uniform views happened to be unfriendly 
to an aggrieved cause, such cause would 
suffer from inadequate legal representa- 
tion. For these reasons we must con- 
tinue to have an independent Bar. 


The Bar should, and does, have many 
members who are free to oppose legal 
tyranny from all sides; free to criticize, 
with sound criticism, the violation of 
constitutional rights by governmental 
units; free to participate in public move- 
ments; and free to assert the legal rights 
of the people, real and corporate and the 
body politic. 

If members of the Bar are to be in- 
dependent, they must be assured an in- 
dependent livelihood and this means they 
must continue to be delegated the privil- 
ege of earning their livelihood through 
the exercise of those talents that are 
peculiar to the legal profession. As a 
further assurance of livelihood, others, 
not of the legal profession, should refrain 
from intruding into that field of activi- 
ties for which the legal profession is the 
responsible guardian. 

Many minor and some major legal serv- 
ices are rendered by a variety of busi- 
nesses. In some instances, these legal 
services are performed without charge or 
for an inadequate charge, and represent 
a direct financial loss to the business. 

Such services may be compared with 
the so-called “loss-leaders” in some stores 
and other establishments. That is, they 
are rendered at a direct loss in order to 
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utstanding representation 


offered you and your clients in California 


California Trust Company 


OWNED BY CALIFORNIA BANK —LOS ANGELES 


facilitate the sale of other services, goods, 
or property. Some businesses have al- 
ways refrained from this policy and the 
current trend of opinion is opposed to 
the “loss-leader” method as economically 
unsound. Gratuitous legal services are 
doubly unsound; first, because they rep- 
resent a direct loss to the renderer and 
second, because they deprive a member 
of the Bar of an opportunity to perform 
such service for an adequate compen- 
sation. 

It is true that some minor legal ac- 
tivities are understood so generally by 
people active in business that many mem- 
bers of the legal profession would not 
feel complimented if they were asked to 
supervise the legal phases of such trans- 
actions. It is also true that the general 
public would be considerably annoyed 
if it were necessary to refer to a member 
of the legal profession every minor legal 
activity in which one participated; if 
such were made necessary by law, it is 
quite likely that the public would hasten 
to initiate laws to the contrary. Never- 
theless, if one favors sound business 
economics and the philosophy of “live 
and let live” he should be able usually 
to distinguish readily between legal ac- 
tivities which merit referring to a mem- 
ber of the Bar and bearing a reasonable 
cost of legal supervision, and those very 
minor legal activities that do not. 


And . 


the Bar will not suffer from those imbued 
with that spirit. 


Some complain that the legal profes- 
sion includes some members who are not 
good students of the law, or who are in- 
clined to be dilatory, or who neglect their 
business, or who charge more than their 
services may be worth; others associate 
the legal profession with trouble. How- 
ever, the vast majority of the members 
of the Bar are not only free from such 
criticism, but condemn that small minor- 
ity which the public condemns. 

We of the banking and corporate fidu- 
ciary professions can and should assist 
to further a Bar of independent members, 
worthy of the duties which we expect to 
be performed by such members. We can 
discourage the “free” service desires of 
some of our patrons; we can recommend 
more frequently that attorneys be em- 
ployed in business transactions, and that 
people counsel with attorneys concern- 
ing their rights in various matters; we 
can deny that having an attorney is in- 
dicative of “having been in trouble” and 
suggest that it is rather indicative of 
sound foresight in avoiding trouble. 
Lastly, we can prescribe for our own 
conduct those principles which I have 
suggested should guide the conduct of 
others in their attitude and relation to 
members of the Bar; most of us do. 
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| The 
New York Trust 
Company . 


100 BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, September 30, 1933 


RESOURCES 


Cash on Hand, in Federal 
Reserve Bank and Due 
from Banks and Bankers $60,255,501.17 


United States Government 
Securities . 81,918,293.70 


Other Bonds and Securities 40,736,326.36 
Loans and Bills Purchased 113,521,457.54 


Real Estate, Equities, 


Bonds and Mortgages 5,919,368.71 


Customers’ Liability for 
Acceptances and Letters 


of Credit . 14,412,693.19 


Accrued Interest and Other 
Resources . 


Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


2,905,406.35 


450,953.02 
$320,120,000.04 


LIABILITIES 


$12,500,000.00 
20,000,000.00 


Capital 
Surplus 


Undivided 
Profits 2,204,151.18 $34,704,151.18 


Reserves: 
For Contingencies 
For Taxes, Interest, etc.. 
Deposits . 231,477,188.03 
Outstanding 
Checks . 17,752,442.10 249,229,630.13 
Dividend Payable Septem- 
ber 30, 1933 
Agreements to Repurchase 
U. S. Government Secu- 
rities Sold 
Acceptances and Letters of 
Cote. ... »«» « SRS 
Acceptances, etc., Sold with 
Our Endorsement 


10,500,000.00 
2,421,419.37 


625,000.00 
7,375,500.00 


450,953.02 
$320,120,000.04 


Member of the Federal Reserve System and of the New York Clearing House Association 


Trustees 


MALCOLM P. ALDRICH 
New York 
FREDERIC W. ALLEN 
Lee, Higginson © Company 
ARTHUR M. ANDERSON 
J. P. Morgan & Company 
MORTIMER N. BUCKNER 
Chairman of the Board 
JAMES C. COLGATE 
James B. Colgate & Company 
ALFRED A. COOK 
Cook, Nathan & Lehman 
WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe © Fdy. Co. 
FRANCIS B. DAVIS, JR. 
President, United States Rubber Co. 
HARRY P. DAVISON 
J. P. Morgan & Company 


GEORGE DOUBLEDAY 
President, Ingersoll-Rand Company 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


HARVEY D. GIBSON 
President, Manufacturers Trust Co. 


CHARLES HAYDEN 
Hayden, Stone & Company 


F. N. HOFFSTOT 
President, Pressed Steel Car Co. 


B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


EDWARD E. LOOMIS 


ROBERT A. LOVETT 
Brown Brothers Harriman @& Co. 


HOWARD W. MAXWELL 
New York 
GRAYSON M.-P. MURPHY 
G. M.-P. Murphy & Company 
HARRY T. PETERS 
New York 
DEAN SAGE 
Sage, Gray, Todd & Sims 
LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 





President, Lehigh Valley Railroad Co. 
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DEVELOPING TRUST NEW BUSINESS 


Posters, For Counter and Desk Display, Used Effectively 
In Branches of Security--First National Bank of Los Angeles 


In approximately one hundred of its 
largest branches, the Security-First Na- 
tional Bank of Los Angeles has special 
frames that are placed on counters or on 
the desks of the branch managers. These 
. frames are used exclusively for the dis- 
play of attractive posters devoted to trust 
subject matter. 

The posters are heavy cardboard, 7in.x 
11%4in., with messages regarding trust 
services in varying combinations of three 
and four colors. Illustrations are usually 
used. New posters are prepared approxi- 
mately every four weeks. The wording of 
a number of these posters follows: 


Knute Rockne’s Estate 


The estate of Knute Rockne, Notre Dame coach, 
was placed in trust with a strong banking institu- 
tion like ours. 


Your estate may benefit from similar protection. 
Talk With Our Trust Advisor. 

This card is illustrated with a drawing 
of Rockne which shows the famous 
Rockne smile. The lower part of this in- 
sert shows football players in realistic 
action. 


Invest a Half Hour of Your Time With 
Our Trust Officer 


Learn how we protect estates—decrease shrink- 
age—manage trusts and make investments. 


Ask to talk with our Trust Officer. 
We Do Not Draw Wills or Give 
Legal Advice. 
The illustration used shows two men 
in consultation. 


Reduce Estate Costs 


New Will and Trust Plans await you here. . . . 
Adapted to the needs of the hour . . . convenient 
... tax-saving . . . flexible. Avoid unnecessary pro- 
bate fees . . . reduce contests and litigation. 

Talk With Our Trust Advisor. 


Another shows the design of a booklet 
and in addition has this wording—“Our 
fees as executor and trustee—ask here for 
this free booklet.” 


In Estate Matters California Residence 
Excels 
Few Other States Have: 
1. Lower Executor’s Fees. 
2. Lower Inheritance Taxes. 
3. Lower Tax on Intangibles. 


4. Community Property Advantages. 
Ask Our Trust Advisor to Explain. 


This poster is illustrated with an out- 
line of the map of California. 


Another card carries a view of a huge 
vault. The vault door is open, obscuring 
the larger part of a document which is 
labeled “Will.” The wording on this is as 
follows: 

Will Customers naming this bank as Executor or 


Trustee may deposit their Wills in our special Will 
Vaults without charge. 


In discussing this method of calling at- 
tention to trust services L. H. Roseberry, 
vice-president and manager of the bank’s 
trust department, said: 

“The copy is designed not so much to 
instigate action on the reader’s part 
alone but to provide an entree for the 
manager or other staff members to open 
conversation on the subject of wills or 
trusts. We have found that it is difficult 
to get a customer to discuss these affairs 
without getting into the subject diplo- 
matically. This aids in doing it smoothly. 
It is felt that a customer who has read 
this message has had his thoughts turned 
in this direction so that a word at that 
point by a staff member will provide an 
entree to a discussion of wills and trusts 
and lead to an appointment with a trust 
representative. 

“We have used this method of trust 
promotion as well as booklets and other 
usual promotion mediums in branches for 
several years and know that it is ef- 
fective.” 
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TRUST COMPANIES 


Timely Advertisements on Question of Wills 


A trust man stated: 


“More new wills are drawn, and a greater number 
of old ones revised just prior to summer vacations 
than during any other period of the year.” 


+ * * 


The advertisement of the Commercial National 
Bank & Trust Company of New York is similar in 
tone to the Old Colony Trust Company’s advertise- 
ment reproduced in the March issue. The illustra- 
tions play a more prominent part and the wording is 
more concise. 


“TIMES ... TRENDS AND YOUR WILL . 
Horse-cars, hansom cabs and quill pens outlived 
their usefulness ... and so passed. For the same 
reason the unplanned Will and the inexperienced 
Executor have, gone. Today’s complexities demand 
efficiency and experience. Estate specialists of The 
Commercial National Bank and Trust Company will 
help you to plan your will wisely . . . administer it 
efficiently.” 


The Boston Safe Deposit & Trust Company fea- 
tures the choice of executor as a provision of “prime 
importance”; cites the company’s experience of more 
than fifty years in fiduciary service, “a trained per- 
sonnel, efficient organization and a reputation for 
careful, understanding attention to the interests of 
beneficiaries,” and invites inquiries “regarding any 
kind of fiduciary business.” 


The Hartford National Bank & Trust Company 
presents the idea that the operation of your will may 
carry “into years amounting to twice your lifetime,” 
and that an old will may not “be representative of 
your wishes—or even practicable—if it were to go 
into effect today.” 


The third paragraph reads: 


“Conditions which necessitate changes have mul- 
tiplied rapidly in the past three years. Your Will 
should be brought up-to-date—it should be made flex- 
ible to meet changing conditions. Your attorneys will 
be glad to point out how this should be done.” 


The company offers a booklet, “Planning an Ef- 
fective Estate Distribution.” 


TIMES...TRENDS AND YOUR WILL... Hore-cars, hansom cabs and 
quill pens outlived their usefulness...and so passed. For the same reason the ua- 
planned Will and the inexpenenced Executor have gone. Today's complerinies demand 
efficiency and experience. Estate specialists of The Commercial Nationa! Bank and 


Trust Company will help you to plan your will wisely... administer it efficiently 


The COMMERCIAL NATIONAL BANK 
and TRUST COMPANY of NEW YORK 
FIFTY-SIX WALL STREET 


ee 
(EW YORE CLEARING HOUSE AMOCLATION FEDERAL RESERVE SrETEN 


One Of The Important 
Provisions Of Your Will 


The choice of your Exscwter is of prime iam 
Portnoce beewase  meees ibe: you #re electing 
roe repeearmtative 9 carry oe! fastbfully the 
promaions of your Will 


‘That io by we fos! jantified io calling your 





Boston Sare Deposit 


. AND TRUST COMPANY 
100 Frans Sracer 


CM Naw at Den re 


Fe sine a we Corporete Truman. Tremaler Agua Regecrar and a Agent o the thabaremmem 
Adena Thee were a kare of eee alin aed oer qupes to hae mp, 
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YOUR WILL 
TRANSCENDS TIME 


Time fie and drawn with The moment om 
tid | am puahiog x stready far from me ~ 
(teen, a 1 
A wits cranscends Time. Time carries your Will beyond chat 
eeoment in which 1 ws made and witnessed. It may carry the op- 
erange of your Will ato years amounuing to twice your lifetime 
Buc, Time has a0 effect spon s Will. A Will which « fve of 
more year old may not coday be representative of your sihey 
or even practicable — if it were 10 go into effect soday 
Condiaons which aecesutace changes have mulniphed capediy ro 
the pa three years. Your Will should be brough< up-co-dace 
= W should be made Bexible to meet changing condiooms Your 
amoracy will be glad co point out how this should be done 
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SPANNING AN ErmCTIVE ESTATE DesTemUTION” 


HARTFORD NATIONAL BANK & TRUST COMPANY 
asrapuismen ow cee 
Main and Pearl Streets 
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Successful Advertising Campaign in a Suburban Town 
Combines Illustrated Folders, Blotters and Posters 


A carefully planned program of adver- 
tising trust department services has been 
consistently followed, since 1928, by The 
Leonia Bank & Trust Company, Leonia, 
New Jersey. 

Describing this program Robert B. 
Hansen, secretary and treasurer, said: 


“Each month we enclose an advertising 
message with our checking statements. We 
alternate between a folder and a blotter. Ex- 
cept that we occasionally feature safe de- 
posit boxes, this advertising is given over 
to our trust department. 

“To tie in with this effort we display at 
the same time alongside of our tellers’ win- 
dows a small poster which we change month- 
ly. We have found this an effective combina- 
tion because the poster reminds our deposi- 
tor when he is in the bank to ask about the 
service in which our trust folder interested 
him. 

“We are very careful about the choice of 
our subject matter not only trying to make 
it timely but also interesting. For this rea- 
son we lean very strongly towards the use 
of actual examples, facts, events or incidents 
using a cartoon type of illustration with 
short, to-the-point copy. Then, too, we are 
very careful in the choice of color combina- 
tions and layout design. As you may know 
we have a very discriminating clientele num- 
bering among our. depositors many promi- 
nent artists, college professors and substan- 
tial business men. 

“It has been very gratifying to receive time 
and again compliments on the attractiveness 
of our material and the good taste evidenced 
_in its make-up. 

“That this part of our program devoted 


to our trust service has proven effective is 
evidenced by the number of inquiries received 
and the increased use of our trust depart- 
ment facilities.” 


An illustrative cartoon showing dad in 
the kitchen having his troubles with a 
frying pan occupies the upper right hand 
corner of one of the blotters distributed. 
The message on this blotter reads: 


Family Away Dad? 

Keeping house alone generally proves it’s 
best to leave some things to more experienced 
hands. It’s the same with settling or managing 
an estate. 


A bank like the Leonia Bank & Trust Com- 
pany has the experience. We not only know 
how to do things, but have the facilities. It 
costs no more to name the Leonia Bank & 
Trust Company as your executor-trustee. Oft- 
times less. Experience vs. inexperience. 

The illustration reproduced on the lower 
right corner of this page was taken from a 
folder entitled, “Charwoman or Millionaire.” 
On the inside of the folder appears this 
wording: 

Last year the smallest estate handled by the 
Public Administrator of a large eastern city 
was left by a charwoman and amounted to 50c. 
(The largest estate left by a person dying in- 
testate was valued at $72,828.17.) 

Charwoman or millionaire, if you leave no 
will, the state will decide according to law 
who will share in your estate, and to what ex- 
tent. 


Make a will and consult with our trust de- 
partment as to its proper administration. 


Would you like to know what happens when 
you leave no will? Write or call for the folder 
which we have prepared on this subject. 


One of the posters used is reproduced 
on the next page. The size of the card is 
approximately 11x14. A “conventional” 
design is used at top and bottom. 





Forms for Estate Analysis and Recording of Claims 
Distributed to Attorneys by Tacoma Trust Department 


HE trust department of The Na- 

tional Bank of Tacoma, Tacoma, 

Washington, has distributed, to at- 
torneys of Pierce county, a record torm 
“Estate Analysis and Diary” together 
with a “Claims against Estate” recording 
sheet. 

Referring to the estate analysis and 
diary form, M. W. McCarty, trust officer, 
stated: 

“This form is modeled very closely aft- 
er one now being used by L. 8S. Dudley 
of the First-Central Trust Company of 
Akron, Ohio. Mr. Dudley kindly consent- 
ed to permit us to use his idea. This 
form has met with the approval of the 
local attorneys. We are hoping that it 
will be of local advertising value for us 
and that it will more definitely cement 
the friendly relations now existing be- 
tween our institution and the local Bar 
Association.” 


POSTER USED IN LEONIA CAMPAIGN 


Four Ways to Dispose of 
Your Estate 


Of the different means of dis- 
posing of an estate, the following 
4 suggest themselves : 

1 - Outright by Will. 

2 - By Will and Testamentary Trust. 

3 - By Revocable Living Trust. 

4 - By Irrevocable Living Trust, Will 

and Testamentary Trust. 

Since no two estates are exactly 
alike, may we advise which 
method would best solve your 
estate problem ? 


The estate analysis and diary record 
consists of four pages, 13in.x8%in. heavy 
white, but inexpensive ledger paper is 
used. The first page is blank except for 
the title of the record and bank name. 
The upper part of the second page pro- 
vides spaces for inserting the following 
data: Estate of deceased; ex- 
ecutor-administrator-attorney; date of 
death; heirs or devisees; relationship; 
and ‘remarks. The balance of the second 
page, all the third and about two-thirds 
of the fourth page lists eighty steps in 
estate probating. Each step is numbered 
and each is ruled off, with a space of one 
and one-quarter inches at the right of 
the printed matter for insertion of data. 


The eighty items are as follows: 


(Section numbers refer to Remington’s 
Revised Statutes of Washington.) 


1. Procure will, make copies of same and file it with 
Petition for its Probate in the local Probate 
Court, and tickle hearing date. (§1432) 


2. Any burial instructions? 


3. Confer with surviving spouse to determine if (s)he 
desires to administer on the community property. 


"4. Notice of hearing of Petition (§1433). Notify wit- 
nesses and see that they will be present. 


5. Attend hearing on Probate of Will. 


. Make application for Letters Testamentary or Letters 
of Administration. (File all necessary documents 
with application.) Copy of application should be 
left with County Clerk for Inheritance Tax Division. 


7. Have any of the heirs, legatees or devisees or their 
attorneys requested special notice of steps or pro- 
ceedings in this estate? If so, see that tickler cards 
are prepared showing name and post office address. 

. File Affidavits of Subscribing Witnesses, Oath 
and Bond in the amount fixed by the ccurt. 
($1437 to 1442 inc.) 


9. Notice to Creditors—get court order. (§1477) 
Signify preference as to newspapers in which legal 
advertising is to be done and see that it appears 
properly. Notice to creditors published in 
Date of first publication (Notice to be pub- 
lished once each week for three successive weeks.) 
Period for filing claims will expire 

. Procure Letters Testamentary or of Administration 
(and additional certified copies if needed). 

. Send copies of Will to all interested parties. 

. Tickle all items on Will. 

. Marshal assets of the estate and prepare work sheets 
for appraisers. Safeguard assets. Are they all in 
our vaults? 

. File inventory within 30 days after appointment; 
make application to the Court to appoint 3 
appraisers, one of which is to be selected by us 
or surviving spouse. (§1465) 

5. Notify appraisers of their appointment and of the place 
and tentative time of appraisement. 

. Notify local postmaster of appointment and of conse- 
quent new address of mail intended for decedent. 
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17. 


18. 
19. 


* 21. 


22. 
23. 


25. 


27. 


28. 


30. 


31. 


32. 


33. 


35. 


38. 


&8 


41. 


42. 
43. 


Get all essential papers belon ing to decedent, particu- 
larly copies of all income tax returns, real and per- 
sonal property tax returns. 

Was decedent interested in other estates? 


Confer with persons familiar with decedent's affairs. 


. Prepare an initial and tentative inventory of the assets, 


and take such action as market conditions. terms of 
will and condition of estate require in order to avoid 
possible loss to the estate. 


If necessary to continue a going business, get proper 
authority from Court to do so; have certified audit 
made of business before undertaking the management. 


Adequately insure the property, both real and personal, 
when necessary. 

When necessary, convert into cash any asset 
which will depreciate by awaiting sale or distri- 
bution in the regular order, and if the Will does 
not grant this authority, make application for 
same at once in the Probate Court. Make re- 
turns as provided by law. ($1493 et seq.) 


. Ascertain if decedent had a safe deposit box anywhere, 


and if so, have inventory of contents made and pro- 
cure waiver for withdrawal of contents. Withdraw 
same. 

Present certified copy of Letters to banks, savings and 
loan associations, etc., execute proper signature cards 
and have abstracts, certificates of title, or title insur- 
ance continued to date if necessary. Complete infor- 
mation should be posted on our real property records. 

Any rent to collect ? 

Notify all companies in which decedent had stock of 
our appointment and of the new address to be placed 
on mail intended for decedent. Also inquire as to 
their transfer requirements and the value of their 
stock on the date of decedent’s death unless such 
information is easily obtainable from the market 
quotations. 


. Notify all public utilities of appointment and death of 


decedent and. where necessary, order disconnection 
of service. ‘ 

Take all necessary steps toward collection of all insur- 
ance payable to the estate. Prepare proof of claim 
and necessary affidavits. 

Notify all debtors, including possible tenants, of our 
appointment and address and ask for interview, or, 
if possible, for full statement of indebtedness or 
standing. 

Secure full information as to value and standing of all 
other assets of any description. 

Check fully all leads in re possible assets of which com- 
plete records are not available. 


. If estate appears to be of such size as to come 


within the Federal Estate Tax law, secure and 
return in proper form such preliminary notices 
and other papers within 60 days from date of 
death, as must be filed with Collector of Internal 
Revenue. 


Complete inventory of all assets. 


. Hold appraisal. 
37. 


Prepare Inventory and Appraisal for filing; make 
several copies of same and file original with 
Court issuing same, within 30 days from date of 
issue, if possible. Send one copy together with 
copy of Will to Inheritance Tax Dept., Olympia. 
($1465 et seq.) 

Make Journal Entry of all assets and see that same is 
properly posted, that all auxiliary cards and sheets 
are made and that every necessary tickler has been 
prepared. 


. Settle with appraisers for their services. 
. List all of the estate’s liabilities and post the same on 


the ‘‘claim” record; check validity of claims as they 
are presented and then after approving or rejecting 
same, file them with the County Clerk’s office. 
Journalize all liabilities which are to be paid in install- 
ments, and, in any event, all mortgages, notes, ac- 
counts, etc. 
Press the filing of claims as much as possible. 
Pay such claims as are allowed, as soon as the 
financial condition of the estate and the status 
of each claim will permit. Have attorney pre- 
Pare proper petition and get Order of Court 
approving payment of such claims. File with 
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45. 


47. 


48. 


49. 


51. 


52. 


53. 
. When Washington inheritance tax can be accu- 


55. 


56. 
57. 
58. 
59. 
60. 
61. 
62. 


63. 


64. 


66. 


Court report on condition of estate within 30 
days after period for filing claims has expired. 
Pay for Publication of Notice to Creditors and 
Sisz  cemes of Publisher. (§1477 et seq; also 


. If it is necessary to sell or mortgage the personal 


rty for conserving the estate, 
have attorney file petition and secure order of 
Court as provided by law. (§1492 et seq.) 


Where minors are involved, be sure to see that a 
“guardian ad litem” is appointed. 


andijor real pro 


. Should property be sold at public auction, no- 


tices must be posted and published in news- 
paper (if any newspaper —- in county 
where property located, otherwise in newspaper 
as Court may direct) for three successive weeks. 
Such sales are to be made at front door of Court- 
house in county in which the lands are, unless 
Court otherwise directs. (§1487 et seq.) 


In case of private sale of realty, notices are to be 
Posted and published once a week for two suc- 
cessive weeks in newspaper where lands are. 
Sales must not be made before 15 days from first 
publication and not later than six months 
from last publication. ($1497 et seq.) 


Sale of realty musv bring ninety per cent of appraised 
value. Real estate must have been appraised within 
one year prior to sale. See that return of sale is 
made in accordance with order and that sale is 
confirmed by the Court. ($1500) 


When mortgaging property, get proper order of 
Court. Deliver no note, mortgage or other evi- 
dence of indebtedness without first presenting 
same to the Court and obtaining its approval 
of the form. (§1493 et seq.) 


. Provisions for Support of Family and Homestead 


Award. Family allowance should be obtained in 
cases where necessary. If there are minor in- 
competent heirs, guardian ad litem should be 
appointed. See that notices are posted at least 
ten days prior to hearing. (§1473 et seq.) 

Procure the necessary blanks from every state that 
will require the payment of an inheritance tax, in- 
cluding Washington and the Federal Government, 
where an estate tax will be due. 

File application for determination of all foreign inheri- 
tance taxes. 

Settle same and ask for all necessary waivers. 


rately determined, file report at Olympia. 

Pay tax determined and get Treasurer’s yon 
Secure any waiver necessary to transfer stocks, 
etc. } 

Make and file Federal Estate Tax return with check 
for amount due. 

Apply for’any refunds of taxes paid if refund can be 
obtained. 

Pay attorney and executor’s (administrator) fee on 
account. Get Court Order. 

Pay any personal property taxes before March 15. 
Pay any real property taxes each May 31 and 
Nov. 30, unless time of payment is extended. 
If any tax valuations are too high, make application for 

revision thereof. 

Determine if any other federal, state, county, or muni- 
cipal taxes are ever to be paid, if so pay and tickle 
same. 

See that surviving spouse files election to take under 
the will, if there is a will, and that (s)he is cited 
forthwith. 

File income tax report where necessary covering 
part of year from date of last return to date of 
death. Also the state occupational tax return at 
Olympia. 


. File income tax return of estate by March 15, 


and annually until settled. Get extension of 
time for filing return from collector if return 
cannot be made on March 15. 

File partial account at eni of first year and annually 
until closed. 


67. Have all provisions in the Will been carried out ? 
68. Take fees further on account at end of first year and 


annually until estate is closed. Get Court Order. 
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. Make application for appointment as Trustee or 
Guardian where provided or necessary. File bond and 
secure official letters evidencing appointment. 

. Have stocks transferred to pate persons or transferees, 
being careful to furnish each transfer agent with all 
requisite documents. 

. Wanere necessary, make application for any dis- 
tribution or sale of property in order to make an 
equitable distribution to heirs. See that Order 
of Court is carried out properly. 

. Were all income tax returns audited and adjusted ? 

. Was Federal Estate Tax audited and adjusted? 

. Pay all court costs. 

. After complete audit of every file and record, pre- 
pare and file final account and petition for dis- 
tribution. See that proper notices are posted 
and published. Pay for publication and file 
affidavit of publisher. Send copy of final account 
to Inheritance Tax Division if any inheritance 
tax question remains to be settled at final hear- 
ing. (§1531-1533). 

. Where minors having no legal guardian, are in- 
volved, see that guardian is appointed to repre- 
sent them at hearing on final report and peti- 
tion for distribution. (§1534). 

Take final fee awarded by court and pay any extra- 
ordinary fees due. 

Pay attorney’s fee in accordance with Court Order. 

File account of final distribution, where neces- 
sary. Secure receipts from all parties sharing in 
distribution. 

80. Secure order closing estate and discharge. 


After item 10 there appears the follow- 
ing: “The National Bank of Tacoma acts 
as Executor, Administrator, Guardian or 
Trustee.” Between numbers 15 and 16 is 
the statement that the bank “is qualified 
to act in all Fiduciary Capacities.” “Our 
Bond Department can assist you in ob- 


77. 


78. 
79. 


taining the quotations on stocks and 
bonds as of the date of death of the de- 
cedent,” is inserted between items 28 and 
29. Following item 41: “You are cordially 
invited to use the facilities and services 
of the Trust and Bond Departments.” Be- 


tween numbers 54 and 55: “Without ob- 
ligation you may use the Tax Service Li- 
brary of The National Bank of Tacoma.” 

All of the foregoing are one-line inserts. 
A two-line insert follows number 70. It 
reads: “The officers and employees of the 
Trust and Bond Departments will be glad 
to furnish you information relative to 
the requirements of the various transfer 
agents in connection with stock trans- 
fers.” 


CLAIMS aeainst tHE ESTATE or 
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The last part of the fourth page is used 
to describe the financial library main- 
tained at the bank and invites attorneys 
and their clients to use these facilities. 

The Claims record sheet, the heading of 
which is shown herewith, is distributed 
with the Estate Analysis form. This sheet 
is 15in.x13in. on white medium-priced 
bond paper. Two lines are provided for 
entry of the record of each claim. Thus 
used each sheet permits the listing of 
twenty claims. 

The form used by L. S. Dudley, trust 
officer The First-Central Trust Company, 
Akron, Ohio, is not distributed to attor- 
neys. It was designed several years ago 
for use by its trust department; they re- 
fer to the form as “a sequence card.” They 
use two sizes of the form, one 4 pages 
8in.x334in. which they insert in their file 
marked “Court Papers” in each court ac- 
count; the other size is llin.x914in. and 
is used in a “docket” that is retained on 
the desk of the officer having charge of 
the administration of the estate. Refer- 
ring to the “docket” used on desk of the 
trust official, Mr. Dudley said: “ * * * it 
helps him to keep the administration of 
the estate up to date. As you well know, 
the administration of estates is becom- 
ing more complicated and intricate each 
year.” 

The forms used by the trust depart- 
ment of The First-Central Trust Com- 
pany are prepared to cover the duties 
of an executor; these are analyzed in de- 
tail in accordance with the duties as re- 
quired by Ohio laws. As the forms are 
used only within the trust department 
no references are made to the sections of 
the statutes. 

The wording of the forms as originally 
designed by Mr. Dudley is given in para- 
graph 2135 pages 2049-2054, Vol. 1, Pren- 
tice-Hall, Trust Service. 


, DECEASED 





(Date of First Publication) 


(Newspaper in which Notice Published! 


(Date of Last Publication: 





(Date on which Right to Pile Claims will Expire) 


Date | Date 
Claim |Claim Puled 
Served | with Court| 


Amount 
Claimed 


| Type of Claim | 


NAME OF CLAIMANT | 
1—Preferred 


Date Claim PAID 


FINAL DISPOSITION 





_ | 2—General t 
| 3—Contungent 


Gu Sen | tps 


ADDRESS OF CLAIMANT Claim 


Basis for 


AND REMARKS 


Amount | Amount 
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Organized 1866 


135 South Broad Street 
325 Chestnut Street 6324 Woodland Avenue 
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The Hawaiian Trustee 

The above is the title of a monthly pub- 
lication issued by the Hawaiian Trust 
Company Ltd., Honolulu, Hawaii. While 
it is published in the general interest of 
all their seven departments—trust; stock 
and bond; real estate; safe deposit; in- 
surance; tax; and mainland agencies— 
this 6in.x414in. eight-page booklet usually 
stresses their corporate fiduciary services. 

It is customary for the booklets to de- 
vote about one and one-half pages to a 
message of timely interest from J. R. 
Galt, president. A little more than four 
pages are filled with items designed to 
hold the interest of the reader and at the 
same time create a receptive attitude 
toward the notes that he will find under 
the title of “Trust Facts” on the seventh 
page. Two examples follow. 


An Ugly Brown Jug 


In some publication Charles Watts found a little 
article about a brown jug written by Dorothy Yost 
that is worth sharing with you: 

A brown jug stood on a shelf outside the cottage 
door. 
It seemed exiled. 


All the other jugs were in the kitchen in a com- 
panionable row. 


This one was alone, facing the sun. 

It had outlived its usefulness. The vinegar or 
the honey which it had held had been emptied. Even 
the fumes had evaporated through the open top. 
And nothing else had been put in. 


It was very ugly. 


It had a squat body with a bump on one side. It 
had practically no neck. And its handle was stuck 
on too low for any hope of good proportion to be 
realized. 

It was just a homely little brown jug, sitting alone 
and forgotten in the sun. 

While the sun moved on. And the shadows length- 
ened. 

Then, at last, the shadow under the little brown 
jug crept out and up the cottage wall until it stood 
beside the jug itself. 

The jug, homely, squat . . . and its shadow. 

But the shadow was beautiful! Beautiful beyond 
words! 


The body had lengthened and narrowed; the 
bump had disappeared. The neck was stretched out 
until the whole form stood forth, slim, graceful, per- 
— a Greek vase, fit to hold the nectar of the 
gods... 


This shadow of the little brown jug. 
I wonder what my shadow looks like, in the 
light of His sun, against the wall of Eternity? 


COMPANIES 


A bank can be both conserv- 
ative in its basic policies, and 
progressive in its services. 
This bank puts protection of 
depositors’ funds foremost. It 
is always ready to loan, to 
sound enterprises, for sound 


needs. Its services go beyond 


those usually expected, due to 


a close working arrangement 
with the 21 other Marine Mid- 


land Banks in New York State. 


The 
Marine MidlandTrustCompany 
of New York 


BANKING OFFICES: 


120 Broadway 128 Chambers Street 
143 Liberty Street 12 East 45th Street 
110 William Street 17 Battery Place 


—_—— 

MEMBER OF THE NEW YORK CLEARING HOUSE ASSOCIATION 

ee 
_ MEMBER OF FEDERAL RESERVE SYSTEM 


MEMBER OF MARINE MIDLAND GROUP 
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varied from month to month. We give 
several of these taken from recent issues. 






The It really isn’t at all easy for untrained per- 

sons to analyze their mistakes, make a will 
and set up a trust. That is why experts should 
be called in to give them assistance. Our peo- 
ple here at the Hawaiian Trust Company Ltd. 
are doing this sort of work all the time. You 
will find that they are really artists in making 
your difficulties disappear. 


* oK * 








Oldest Trust Company 













in Pittsburgh 





When you die you naturally want to see the 
property you leave produce a satisfactory in- 
ESTA S > =p come and naturally you want your estate to 
‘STABLISHED 1867 suffer as little depreciation as possible. To get 
those results calls for skillful planning and 
skillful management. We will help you do both. 


* ok * 


















Have you ever considered the alarming rate 
of shrinkage of an estate that no longer pro- 
duces? Taxes and insurance are hungry mouths 
to feed. For your heirs’ sakes, think carefully 
when choosing an executor, or administrator. 


PEOPLES-PITTSBURGH The Hawaiian Trust Company Ltd. has the 

experience and perfected machinery for han- 

dling estates. Therefore you may be assured 

TRUST COMPANY that your estate will be settled with all the 
speed compatible with judiciousness. 

PITTSBURGH, PA. et A se : 

Pressure of time or improbability of acci- 

dent or death are no excuse for failure to make 

a will. Nor for failure in having it up-to-date 

and covering all requirements. Nor for failure 

2 . ‘ CE Sts 7 to name in it a desirable executor, or to weigh 

_ Under the subtitle “Hawaiian Founda- thoroughly the possibility of protecting the 

tion Worth Helping,” which follows the beneficiaries through a trust against the dan- 


above, the practical usefulness and ob- #2€"S of unwise property management. Ha- 
waiian Trust Company Ltd. stands ready to 


jectives of the Foundati ar rieflv de- 

J Shed undation are br 1€ fly de help you create or develop your plan for your 
seri ed. Another example taken from a_ family’s protection. These are matters not of 
different issue follows. tomorrow, but of today. 





















































* * ok 
Roses by Other Names Thrift is the basis of success in business, of 
We are told that a rese b wholesome home-life, and so it is the founda- 
enti on. comet A ge 3 other name would tion of sdcial standing. We help you plan in 
also believe that. You willun es ee ee eee eee ee 
" i 4 understand what we mean plan. Hawaiian Trust Company Ltd. service is 
when we tell you about the contents of a widow's intimate service 
deposit box that was opened upon her death. s “ss 
It was known that nearly $100,000 had passed The jua — , wi : 
through the hands of this widow. The trustees found PP micas ~ grag de i fs oa Pag yl 
bundles of certificates for 400,000 shares of 80 corpor- en oa = oe ae : gpd salina ini 
ations. The names of the companies were such as RO ee ee ee oe eee pas Coe 
z * at night if his estate is not in order. In the 
eS e. “om, a Telephone naive of a will, secure the best of advice. 
Cusanetion ter soto Phe ey aye seo Hire the best lawyer and call with him upon 
Allied Tar & Che a C Om ge ompany, our advisors. Their experience over more than 
mical Corporation, Idaho Copper thirty years will work to your advantage. 






Mining Company. They resembled well-known 


names of sturdy corporations whose shares in such The last page carries a boxed advertise- 









soe a oe ce ey 1 os os ment relative to the services of the com- 
: nd misbranded pearis produc in the , Ig gete Ags . y 4 
factories of the underworld. The executors wrote we This ects forth 7" = why : the 
opposite items totalling 386,000 shares a single word company is qualified to solicit fiduciary 
= ogee ng against the remaining 16,000 business. These reasons are followed by a 
ey wrote, “Value nominal. brief description of the seven depart- 





As a general rule four items appear un- ments heretofore named. 
der the title of “Trust Facts.” These are <a 








CORPORATE FIDUCIARY ASSOCIATIONS 


TO EXECUTIVE OFFICERS OF CORPORATE FIDUCIARY ASSOCIATIONS : 


All information and news items regarding the current activities of your association, 
dates and programs of meetings scheduled, names of selected speakers, the work in progress 
of your standing or special committees, etc., should reach us as much in advance of the 


fifteenth of each month as possible.—Editor. 


Present Status of Codes Affecting Trust Departments 


The following memorandum, regarding tne 
present status of codes, reflects the opinions 
held April 14 by a trust executive who has 

* been in close touch with code developments in 
recent months. 


“While approval of codes of fair com- 
petition for banking and trust institu- 
tions in the various localities comprising 
code districts has so far been withheld 
by the National Recovery Administration, 
the general Bankers’ Code, as signed by 
the President on October 3, 1933, remains 
in full force and effect. The Statement 
of Principles of Trust Institutions, as 
part of this approved code, therefore de- 
rives the same legal force as other indus- 
trial and business codes and carries 
penalties for non-compliance. 


“Article 5 of this Statement places a 
very definite obligation upon all cor- 
porate fiduciaries in relation to compen- 
sation. This article reads: 

“A trust institution is entitled to rea- 
sonable compensation for its services. 
Compensation should be determined on 
the basis of the cost of the service ren- 
dered and the responsibilities assumed. 
Minimum fees in, any community for 
trust services should be uniform and ap- 
plied uniformly and impartially to all 
customers alike.” 


“In view of the last sentence it appears 
absolutely essential and compulsory, in 
those localities where uniform fee sched- 
ules for trust services have already been 
adopted and especially those in effect 
prior to the abeyance order from General 
Hugh S. Johnson issued December 29, 
1933, for all trust institutions who were 
parties to such agreements to adhere to 
such schedules. There is a penalty of 


$500 per day for each violation of code 
regulations which would apparently ap- 
ply with the approximate force of law 
to schedules adopted by corporate fidu- 
ciary associations. This penalty would 
be extremely heavy if applicable, as is 
believed on good authority, over the dur- 
ation of any trust or estate accepted at 
rates inconsistent with the established 
minimums by a trust institution. 


“There is likewise, in the wording of 
Article 5 of the Statement, an implied 
prohibition against the rendering of free 
services by trust departments. This is in 
line with recent and urgent recommenda- 


tions made by the Committee on Costs 
and Charges of the Trust Division of the 


American Bankers Association. While 
in many states the charges for trust 
services are subject to the discretion of 
the court, and while schedules already 
adopted are subject to modification by 
subsequent action of the National Recov- 
ery Administration, the effect of this 
Article is also to require substantive 
proof of costs for rendering the various 
types of trust services, which will doubt- 
less have to be based on uniform prin- 
ciples of cost analysis. 

“Tnasmuch as minimum charges are re- 
quired to be based on the cost of the 
service, it would seem desirable for all 
trust institutions to make such analyses 
in order that they may be properly rep- 
resented in the drafting of future sched- 
ules in their localities. The Guide to 
Trust Fees, published by the Trust Div- 
ision, outlines a recommended cost ac- 
counting system which has proven valu- 
able as a uniform basis for arriving at 
costs for various trust services.” 
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Solving Difficult Problems Involved in Planning Wills 


EVERAL difficult problems in will 

planning and comments regarding 

their solution were presented anony- 
mously in a recent bulletin issued by the 
Fiduciary Division, Georgia Bankers As- 
sociation. They are quoted in slightly 
abbreviated form. 

“A large lumber operator in planning 
his will, desired his sons to continue his 
business, but that his credit during life 
should not be diminished by any division 
of his large holdings. Should he die, he 
was willing to risk a reasonable amount 
in the operation of the business, but the 
greater amount he desired be placed in 
securities for the benefit of his wife and 
daughters. His will was so drawn as to 
leave his estate entirely in his keeping, 
subject to all of his debts and obligations 
during life, but at his death the lumber 
business was incorporated under the 


terms of the will with a capital of $150,- 
000 to be made up of inventory, accounts, 
plant and money. His sons were given 49 
per cent of the stock and their official 


positions agreed upon. Fifty-one per cent 
of stock was left in trust to be divided at 
regular intervals provided the sons 
proved worthy. 


Business Insurance Trusts 


“The solving of problems comes mostly 
in my experience through the business in- 
surance trusts. Used in connection with 
and conforming to the provisions of the 
will, it becomes the shock absorber, the 
debt protector and often saves an estate. 

“To dissolve a partnership at the death 
of one of the partners is hazardous to 
both the living and the dead. A life in- 
surance trust properly drawn will save 
this unnecessary sacrifice. 

“The writer’s experience is most un- 
usual to this extent, that twice during 
one calendar year the same business was 
saved through life insurance trust. 

“We carry fire insurance during life to 
protect physical properties and inven- 
tories. It strikes the writer as being rea- 
sonable to suggest that life insurance be 
carried to protect and preserve a con- 
tinuation of business and its profits. One 


seems to me to be as necessary in certain 
lines of business as the other. 

“A very difficult problem was solved 
by an insurance trust through our office 
in this manner. A small corporation, 
owned by two individuals, enjoyed rather 
extravagant profits. All earnings in ex- 
cess of actual working capital, were 
drawn monthly for the obvious purpose 
of creating estates outside of the busi- 
ness. The owners (shareholders) entered 
into an agreement that the survivor had 
the right to buy the shares of stock of 
the deceased if and when death should 
separate them and at a price fixed an- 
nually. 

“They agreed each to insure his life 
for $25,000 to be used as the initial pay- 
ment on the purchase. It was then dis- 
covered on application for insurance that 
one was uninsurable. This was solved by 
taking out a ten pay life policy in double 
the amount on the insurable life; premi- 
ums were paid by the business, thus cre- 
ating a large cash surrender value for 
use on the one hand or the death value 
on the other. This seemed rather extrav- 
agant, but due to the known ill health of 
one of the owners, it proved quite a 
profitable investment for the insured. 

“The greatest difficulty in the planning 
of a will that I have found is to get full 
and accurate information and to over- 
come outside prejudice and selfish in- 
fluences.” 


BERGEN COUNTY (N. J.) ELECTION 

The Bergen County (N. J.) Corporate 
Fiduciaries Association, at its annual 
meeting, April 12, elected the following 
officers for the ensuing year: 

A. L. Sunkenberg, president, cashier, First 
National Bank, Westwood; E. S. Rudloff, 
first vice-president, vice-president, Citizens 
National Bank & Trust Company, Englewood : 
H. G. Stewart, second vice-president, assist- 
ant treasurer, Palisades Trust & Guaranty 
Company, Englewood; Anthony Pepe, secre- 
tary and treasurer, cashier, Bank of Bogota, 
Bogota. 

Members of the Executive Committee 
elected for three years were: Gustave 
Bianche, Jr., assistant trust officer, Hacken- 
sack Trust Company, Hackensack; C. El- 
more Endres, assistant cashier, Closter Na- 
tional Bank & Trust Company, Closter. 
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CONVENTIONS 


Information Received from 


Official Sources 


Note: Dates and detailed arrange- 
ments in several instances have been 
changed since publication of the 
March issue, and several additional 
conventions have been listed. Special 
inguiry was made in each instance 
for facts bearing on trust subjects 
and activities. 


ALABAMA Bankers Association— 

May 17-18. Tutwiler Hotel, Birmingham. 

—It has been the practice for trust company 
section to hold meeting during the conven- 
tion.—M. A. Vincentelli, secy.-treas., Mont- 
gomery. (Sumner Thomas, v. p., First 
National Bank of Birmingham, is pres. 
Alabama Fiduciaries Ass'n.) 


AREANSAS Bankers Association— 

May 8-9. Hotel Marion, Little Rock. 

—Chairman of Program Committee, Alfred 
G. Kahn, pres. Union National Bank, Little 
Rock. 

—‘Our’ association recently organized a trust 
section, but, owing to the banking situa- 
tion, this has not yet begun to function 
actively, so, as far as I now know, there 
will be no separate meeting of trust de- 
partment executives in connection with 
our convention.’’—Robt. E. Wait, secy. Lit- 
tle Rock. (Charles A. Gordon, cashier, 
Simmons National Bank, Pine Bluff, is 
chairman Trust Committee, Ark. B. A.) 


ARIZONA Bankers Association— 
—Our executive council has not met this 
year. We have no organized trust division. 
—Morris Goldwater, secy., Prescott. 3-2-34. 


CALIFORNIA Bankers Association— 

May 23-25, Del Monte Hotel, Del Monte. 

—‘‘As is customary at our annual meeting, 
two sessions are devoted to a considera- 
tion of trust problems. One of these is an 
executive session and the other will be the 
second general convention session which 
is scheduled for Thursday morning, May 
24.— 

—‘In charge of the trust meetings will be 
Frederick R. Behrends, chairman of our 
trust section. He is vice-president and 
trust officer of the California Trust Com- 
pany, Los Angeles.’”—Andrew Miller, secy. 
(also in charge of program arrangements), 
Mills Bldg. San Francisco. 


COLORADO Bankers Association— 
June 15-16. Antlers Hotel, Colorado Springs. 
—‘‘The committee has not yet been appoint- 
ed.”"—L. F. Scarboro, secy., Denver. 3-3-34. 


DELAWARE Bankers Association— 
—‘“Convention is usually held at Rehoboth, 
Delaware, on the second Thursday of Sep- 
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tember, the officers of the association be- 
ing in charge of program arrangements. 
There will be no separate sessions of the 
trust department executives of our mem- 
bers before or after the banking conven- 
tion.”—--Warren K. Ayres,  secy.-treas., 
ass’t. treas. Wilmington Trust Company, 
Wilmington. 2-27-34. 


DISTRICT OF COLUMBIA Bankers Ass’n— 
—Time and place not yet decided.—George 
O. Vass, pres. 3-2-34. 
—(Karl W. Corby, secy. W. B. Hibbs & Co., 
Washington, will be in charge of arrange- 
ments.) 


GEORGIA Bankers Association— 

May 24-25, Albany. 

—‘While no separate session of trust Officers 
has been suggested, the chairman of our 
committee on trust affairs has been re- 
quested to suggest one of the principal 
speakers, together with the most useful 
topic that he could discuss. This feature 
of the program will be handled by chair- 
man Lee S. Trimble, who is vice-president 
and trust officer of the Georgia Railroad 
Bank & Trust Company, Augusta.”— 
Haynes McFadden, secy., Atlanta. 


IDAHO Bankers Association— 
June 15-16. Boise. 
—‘Thirtieth annual convention’”—E. W. Por- 
ter, secy. Boise. 4-5-34. 


ILLINOIS Bankers Association— 

May 21-22, Abraham Lincoln Hotel, Spring- 
field. 

—‘H. G. Bengel, vice-president, Illinois Na- 

tional Bank, Springfield, is chairman of 
the hotel committee. The convention pro- 
gram is in the hands of the officers of this 
association and has not yet been complet- 
ed.— 
“The membership of this association is not 
divided into departments. Consequently 
there will be no session devoted to trust 
matters.”—O. S. Jennings, secy., 33 N. La 
Salle st. Chicago. 


INDIANA Bankers Association— 
May 24-25. Claypool Hotel, Indianapolis. 
—‘“It has not been the custom for the trust 
department executives to hold separate 
sessions before or after the convention.’’— 
Don E. Warrick, secy., Indianapolis.— 
4-13-34. 


IOWA Bankers Association— 
—“‘Arrangements have not yet been complet- 
et.’—Frank Warner, secy., Des Moines. 
2-28. 


KANSAS Bankers Association— 

May 17-18. Wichita. 

—W. Max Harris, trust officer Commercial - 
National Bank & Trust Co., Emporia.— 
secy-treas. Trust Division in charge ar- 
rangements for annual trust conference.— 
Fred M. Bowman, sec., Topeka. 


KENTUCKY Bankers Association— 
—‘Place and date not yet decided.’’—Harry 
G. Smith, secy., Louisville. 2-28-34. 


LOUISIANA Bankers Association— 
April 28-24. Alexandria. 
—G. R. Broussard, secy., Abbeville. 
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MAINE Bankers Association— 
July 6-7. Bar Harbor. 
—George C. Fernald, treas. Augusta. 
Corporate Fiduciaries Ass’n of— 
October 10. Portland. 
—R. A. Bramhall, pres c-o The Portland 
National Bank, Portland. 


MARYLAND Bankers Association— 

—‘‘Believe our association will hold a con- 
vention in Baltimore late this spring— 
date has not been selected. 

—‘“It has not been customary in the past for 
trust department executives to hold sepa- 
rate meetings at the time of our regular 
convention.”—J. W. McElroy, v. p., First 
National Bank, Baltimore, secy. 2-27-34. 


MASSACHUSETTS Bankers Association— 

June 8-9. New Ocean House, Swampscott 
(was tentatively agreed upon by commit- 
tee early in March). 

—‘While most program arrangements will 
be made through this office, the chairman 
of the program committee is Mr. A. George 
Gilman, president, Malden Savings Bank, 
Malden, Mass. 

—‘‘Trust subjects will not be discussed at 
this meeting as time does not permit. 
As this is the first convention of the Mas- 
sachusetts Bankers Association subjects 
for discussion will be more or less gener- 
alized.”—-Matthew Cushing, exec. secy., 80 
Federal st., Boston. 3-12-34. 


MICHIGAN Bankers Association— 

June 20-23. Pantlind Hotel, Grand Rapids. 

—‘Am unable to announce at this time 
whether or not there will be a portion of 
the meeting devoted to trust subjects, but 
I intend to propose this matter to the 
chairman of the arrangements committee, 
when he is appointed.” —Ray O. Brundage, 
exec. mgr. Olds Tower Bldg. Lansing, 


MINNESOTA Bankers Association— 

June 7-8. St. Paul Hotel, St. Paul. 

—‘“On account of the limited number of trust 
companies in Minnesota, we have never 
had a trust department meeting at our con- 
ventions, and there will be none held this 
year.”—Wm. Duncan, Jr., secy., 740 Rand 
Tower, Minneapolis. 


MISSISSIPPI Bankers Association— 
May 15-16. Buena Vista Hotel, Biloxi. 
—No trust meetings.—O. H. Swayze, asst. 
secy., Jackson. 
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MISSOURI Bankers Association— 
May 15-16. Excelsior Springs. 
“So far as I am aware no formal meeting 
of trust executives will be held immedi- 
ately before or after the coming conven- 
tion.”—W. F. Keyser, secy., Sedalia. 


MONTANA Bankers Association— 
July 20-21. Canyon, Yellowstone National 
Park. 
—“I do not know of any trust department 
meetings that will be held.”—E. W. Walk- 
er, secy.-treas., Helena. 


NEBRASEA Bankers Association— 


—‘Will not know the date and place till ex- 
ecutive council meets during the spring. 
No present plans for a separate meeting of 
trust department executives.’”—Wm. B. 
Hughes, secy., Omaha. 3-2-34. 


NEVADA Bankers Association— 


—‘Executive committee has not taken ac- 
tion—no trust sessions.”—L. S. Reese, 
secy. Reno. 3-6-34. 


NEW HAMPSHIRE Bankers Association— 
May 18. Manchester. 


—H. L. Additon, secy. Manchester. 


NEW JERSEY Bankers Association— 

May 17-19. Ambassador Hotel, Atlantic City. 

—Ferd. I. Collins, pres. Bound Brook Trust 
Co., Bound Brook, general chairman con- 
vention committee.—No trust sessions.— 
A. H. Coate, secy. Moorestown. 

—For account of Mid-Winter Banking and 
Trust Conference held in Trenton, Jan. 18- 
19, see TRUST COMPANIES January is- 
sue, pages 67-79. 


NEW MEXICO Bankers Association— 
April 20-21. Franciscan Hotel, Albuquerque. 
—No trust division meetings.—Mrs. Marga- 
ret Barnes, exec. secy. Albuquerque. 


NEW YORE State Bankers Association— 
June 11-12. Saranac Inn, Upper Saranac. 
—‘“‘Andrew Wilson, Jr., v. p. Bank of the 

Manhattan Company and chairman of our 
committee on Trust Functions will report 
on the activities of this new committee 
during the past year.”—W. Gordon Brown, 
exec. mgr., 33 Liberty st., New York. 


NORTH CAROLINA Bankers Association— 
April 26-27. Carolina Hotel, Pinehurst. 
—Paul P. Brown, secy., Raleigh. 

Trust session, two oclock, April 26, “being 
conducted under the supervision of a Trust 
Committee for the state appointed by the 
N. Cc. B. A. The meeting will close with 
a business session and it is expected that 
the matter of the establishment of a trust 
division of the N. C. B. A. will be con- 
sidered’’—I. S. Bull, secy. and ass’t. trust 
officer, Wachovia Bank & Trust Co., Win- 
ston Salem. 


NORTH DAKOTA Bankers Association— 

July 2-4. Deadwood, South Dakota. 

—In conjunction with the South Dakota 
Bankers Association—commemorating the 
fiftieth anniversary of the founding of 
the Dakota Bankers Association.—No sep- 
arate trust sessions.—C. C. Waltam, secy. 
Fargo. 
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OHIO Bankers Association— 

—‘“‘Date has not yet been set.—It has not 
been our practice to hold a separate meet- 
ing of trust officers in connection with this 
convention.’—David M. Auch, secy. Co- 
lumbus. 2-27-34. 


OKLAHOMA Bankers Association— 

May 8-9. Mayo Hotel, Tulsa. 

—‘First day will be devoted to a golf. tour- 
nament and other entertainment features. 
Second day will be devoted entirely to 
business and program sessions. B. C. Con- 
ner, general counsel, First National Bank 
& Trust Company, Tulsa, is program chair- 
man. George G. Watson, v. p. and trust 
officer, First National Bank, Bartlesville, 
is president Oklahoma Trust Companies 
Association which will hold a meeting 
in connection with our convention.’—E. P. 
Gum, secy., Oklahoma City. 


OREGON Bankers Association— 
June 18-19. Hotel Gearhart, Gearhart. 
—Theo. P. Cramer, Jr., secy., Portland. 


PENNSYLVANIA Bankers Association— 

May 23-25. Hotel Traymore, Atlantic City, 
WN. J. 

—‘On May 24 the Trust Company Section 
meeting will be held, the chairman being 
Asher Seip, pres., Lafayette Trust Com- 
pany, Easton.”—Charles F. Zimmerman, 
pres. First National Bank, secy., Hunt- 
ingdon. 


BHODE ISLAND Bankers Association— 

—Does not hold an annual convention. Our 
annual meeting, however, takes place about 
June 1. It is not customary for trust de- 
partment executives to hold separate ses- 
sions in connection with our annual meet- 
ing.’”—Robert W. Upham, treas., Peoples 
Savings Bank, secy., Providence. 3-1-34. 


SOUTH DAKOTA Bankers Association— 

July 2-4. Deadwood, South Dakota. 

—‘“Joint meeting with the North Dakota 
Bankers Association as a celebration of 
the organization of the Dakota Bankers 
Association fifty years ago. 

—‘No separate meeting for trust department 
executives has been requested.”—Geo. A. 
Starring, exec. mgr., Huron. 


TENNESSEE Bankers Association— 
—‘‘Knoxville—dates not definitely settled— 
in all probability some time during first 
two weeks of May—tTrust Division usually 
hold their meeting at some other date.”— 


H. G. Huddleston, Nashville. 
2-28-34. 
TEXAS Bankers Association— 

May 15-17. Baker Hotel, Dallas. 

—50th annual meeting. 

—“‘The Trust Section does not meet at the 
same time we hold our annual meeting. 
The Trust Section boys generally hold 
their convention the last week in Novem- 
ber. The exact date and place for the 1934 
meeting have not been set.”—W. A. Phil- 
pott, Jr., secy., Dallas. 

—For account of Trust Section’s meeting at 
Fort Worth, Nov. 24-25, see TRUST COM- 
PANIES December issue, pages 626-628. 


UTAH Bankers Association— 

June 15-16. Bryce Canyon. 

—No separate trust sessions—H. B. Crandall, 
secy., c/o First State Bank of Salina, 
Salina. 


VERMONT Bankers Association— 

—“‘Annual meeting was held on Feb. 22. 
Trust department executives are not or- 
ganized as a group, but indications are 
that we will in the near future have such 
a division.”—C. E. Brigham, secy. 


VIRGINIA Bankers Association— 
June 7-9. Cavalier Hotel, Virginia Beach. 
—“The program will be under the personal 
direction of our president, Mr. S. H. Plum- 
mer. It has not been customary for us to 
give trust functions any special place on 
the program—often, of course, the matter 
is presented or discussed.’—C. W. Beer- 
bower, ass’t cashier, First National Ex- 
change Bank, secy., Roanoke. 


WEST VIRGINIA Bankers Association— 

June 8-9. New Greenbrier Hotel, White Sul- 
phur Springs. 

—‘‘Those in charge of the program are Ma- 
son Crickard, c/o Charleston National 
Bank, Charleston, West Virginia, presi- 
dent of the association, and the writer.— 

—‘‘The Trust Fiduciary Society will hold its 
meeting at one of the luncheons. W. H. 
Davisson, trust officer, Union National 
Bank, Clarksburg, and J. B. Derwacter, 
secretary of the Fiduciary Society, whose 
address is The First Huntington National 
Bank, Huntington, are in charge of the 
program.”—Homer Gebhardt, secy., Hunt- 
ington. 

WISCONSIN Bankers Association— 
June 19-20. Schroeder Hotel, Milwaukee. 
—wW. G. Coapman, secy. 


secy.-treas. 
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WYOMING Bankers Association— 
August 31-September 1. Lander. 
—No trust sessions—Kathleen Snyder, secy., 
Casper. 


AMERICAN Bankers Association— 
October 22-25. Washington, D. C. Annual 
Convention—Fred N. Shepherd, exec. mgr., 
22 East 40th st., New York, N. Y. 


AMERICAN Bar Association— 
August 29-30-31. Milwaukee, Wis. 
—Olive G. Ricker, exec. secy., 1140 N. Dear- 
born st., Chicago, Ill. 


AMERICAN Institute of Banking— 
June 11-12-13-14. Washington, D. C. 
—Richard W. Hill, secy., 22 East 40th st., 
New York, N. Y. 


ASSOCIATION of Reserve City Bankers— 
June 4-5-6. Sky Top Lodge, Skytop, Pa. 
—O. Howard Wolfe, cashier, Philadelphia 

National Bank, Philadelphia, Pa., chair- 
man program committee — Joseph J. 
Schroeder, secy., 105 W. Adams st., Chi- 
cago, Ill. 


FINANCIAL Advertisers Association— 

September 10-11-12-13. Statler Hotel, Buffalo, 
me ee 

—Robert W. Sparks, asst. v. p. Bowery Sav- 
ings Bank, New York, N. Y.—in general 
charge convention program—Ernest L. 
Anderson, ass’t. trust officer, Rhode Island 
Hospital Trust Company, Providence, R. I., 
chairman Trust Development Departmen- 
tal Program. 

—“‘Our convention theme this year is ‘How 
to Meet the Public Demand for Financial 


When 
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Information.’ Every session will be of 
vital interest to trust officers. Trust De- 
velopment work has for years had prom- 
inent consideration in our convention pro- 
gram.’’—Preston E. Reed, exec. secy., 231 
S. La Salle st., Chicago, Ill. 


INVESTMENT Bankers Association of Amer- 
ica— 

—‘‘Date and place of the next convention of 
this association have not been determined, 
and at the moment it is not evident when 
a decision will be made.”—C. Longford 
Felske, secy., 33 S. Clark st., Chicago, III. 
3-7-34. 

MORRIS Plan Bankers Association— 

September 17-18-19. Westchester Country 
Club, Rye, N. Y. 

—Joseph E. Birnie, secy-treas., 15 E. Fayette 

~ st., Baltimore, Md. 


MORTGAGE Bankers Association of America— 
October 4-5-6. Edgewater Beach Hotel, Chi- 
cago, Ill. 
—George H. Patterson, secy-treas. 
Washington st., Chicago, IIl. 


NATIONAL Association of Mutual Savings 
Banks— 
May 16-17-18. 
York, N. Y. 
—John W. Sandstedt, exec. secy., 347 Madi- 
son ave., New York, N. Y. 
NATIONAL Association of Bank Auditors and 
Comptrollers— 
October 23-24. Washington, D. C. 
—Arthur J. Linn, comptroller Hamilton 
National Bank, Washington, D. C. General 
chairman of the convention. 


113. W. 


Waldorf-Astoria Hotel, New 
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SATISFACTION OF INDENTURES SECURING OBLIGATIONS 
PAYABLE IN GOLD 


Indemnity Against Liability Is One of Suggestions Made as 
Precautionary Measure for the Trustee 


W. C. MEYERS 
“Assistant Secretary, Bankers Trust Company, New York 


ITHIN the past year, trustees 

under corporate mortgages and 

collateral trust agreements se- 
curing bonds expressed to be payable, 
both as to principal and interest, in gold 
coin or in any particular coin or cur- 
rency other than current dollars of the 
United States of America have had pre- 
sented to them a new problem. It is 
worth considering what should be the 
proper attitude of trustees in this re- 
spect. Before satisfying and discharging 
a trust indenture, a prudent trustee will 
make certain that full provision has been 
made for the payment of all outstanding 
bonds and coupons. Will the deposit of 
current dollars be sufficient under exist- 
ing conditions? ; 

It is well known that in 1933, the 73rd 
Congress passed Public Resolution No. 
10 declaring that every provision in an 
obligation purporting to give the obligee 
the right to require the payment in gold 
or a particular kind of coin or currency 
is against public policy and that every 
obligation theretofore or thereafter in- 
curred, whether or not any such provi- 
sion is contained therein or made with 
respect thereto, shall be discharged upon 
the payment dollar for dollar in any coin 
or currency which, at the time of pay- 
ment, is legal tender for public and pri- 
vate debts. Thereafter, in the early part 
of 1934, the President declared and fixed 
the weight of the gold dollar to be 15 
5/21 grains nine-tenths fine instead of 
25.8 grains nine-tenths fine as _ thereto- 
fore. 

Even though the obligor company may 
consider that by the provisions of Pub- 
lic Resolution No. 10, it is relieved of the 
obligation to pay the bonds and coupons 
in gold coin (and insofar as holders who 


are residents of the United States are 
concerned, that it is also relieved of the 
obligation to pay in any particular for- 
eign coin or currency in the ratio stated 
in the bonds and coupons) it is important 
that the Trustee consider the contingent 
liability involved. 

In the judgment rendered by the Brit- 
ish House of Lords on December 15, 1933 
in “Feist vs. Societe Intercommunale 
Belge D’Electricite” (50 Times Law Re- 
ports 143, 88SALR 1524) it was held that 
the owner of the bonds was entitled to 
receive such a sum in sterling as repre- 
sents the gold value of the nominal 
amount of each respective payment, such 
gold value to be ascertained in accord- 
ance with the standard of weight and 
fineness existing on the date of the bond 
(September 1, 1928). The bonds involved 
were 35 Year Sinking Fund 51% per cent 
Sterling Bonds due September 1, 1963 
issued by Societe Intercommunale Belge 
D’Electricite and contained a clause mak- 
ing principal and interest payable “In 
sterling in gold coin of the United King- 
dom of or equal to the standard of weight 
and fineness existing on September 1, 
1928.” It may be remarked that the de- 
cision of the House of Lords, in its bear- 
ing upon the situation in the United 
States, loses some of its effect due to the 
fact that the bonds in question were is- 
sued after passage of the British Gold 
Standard Act of 1925 which exempted 
the Bank of England from the obligation 
to pay its own notes in legal coin and 
repealed the provision of the Currency 
and Bank Notes Act of 1914, entitling 
the holder of a currency note to be paid 
its face value in gold coin. 

In the United States this hydra-headed 
problem includes the added controversy 
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as to the constitutionality of Public Reso- 
lution No. 10, which concededly attempts 
to make all obligations heretofore or 
hereafter contracted payable in the de- 
preciated dollar. It is contended by the 
proponents thereof that Congress, by vir- 
tue of its power “to coin money, regulate 
the value thereof, and of foreign coin, 
and fix the standard of weights and mea- 
sures” and “to make all laws which shall 
be necessary and proper for carrying into 
execution the foregoing powers” (U. S. 
Constitution, Art. 1, Sec. 8) has the con- 
stitutional prerogative to enact such a 
statute. As a precedent for this con- 
tention the case of Juillard vs. Greenman, 
110 U. S. 421 (1883) will be cited. In this 
decision Mr. Justice Gray said that the 
words “Necessary and proper” “include 
all appropriate means which are condu- 
cive or adapted to the end to be accom- 
plished, and which in the judgment of 
Congress will most advantageously effect 
it.” He further said that it is no objection 
that the property or contracts of in- 
dividuals be incidentally affected by a 
measure passed in furtherance of ex- 
press or implied power of the legislature. 
No gold clause was at issue in this case, 
but the plaintiff had made a contract be- 
fore the passage of the Legal Tender Act 
and refused to accept bank notes in pay- 
ment thereof. The Court held that bank 
notes were legal tender for all purposes, 
following the Legal Tender cases, 12 
Wall. 457 (1870), which held in a five 
to four decision that the Legal Tender 
Act was applicable to contracts made 
before its passage as well as to those 
made thereafter. 

On the other hand, although these cases 
imply that such an act as Public Resolu- 
tion No. 10 would be constitutional, yet, 
such an act was not in issue and con- 
tracts calling for payment in gold were 
upheld as in Bronson vs. Rodes, 7 Wall. 
229 (1866). Whether or not Public Reso- 
lution No. 10 is a measure “necessary and 
proper” to carry into effect the express 
power granted to Congress by the United 
States Constitution is the crux of the 
controversy and upon which ultimately 
as a matter of policy the decision will 
depend. There is also involved here in 
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each case the construction of the par- 
ticular contract. If it can be construed 
as one calling for payment in gold as a 
commodity, the Supreme Court is more 
likely to uphold the gold clause than if 
it be construed as a contract for so many 
gold dollars. Another theory which will 
bear discussion is that since concededly 
the purpose of these gold clauses is to 
fix a standard which would not flucuate, 
the gold clause is merely a measure of 
liability to guard against the depreci- 
ation of the dollar. To be more explicit, 
the scope of the obligation to pay is to be 
measured in so much gold, payable in its 
value in dollars at the time of payment. 

Judicial authority in this country is 
rare indeed. Irving Trust Company vs. 
Hazlewood, 148 Misc. 456 (Sup. Ct. N. Y. 
Co. (1933), is a laconic decision by Jus- 
tice Ingraham, following the lower court 
in the Feist case, which was reversed by 
the House of Lords (see discussion there- 
of above). An Ohio case expressly fol- 
lows the House of Lords decision. Equit- 
able Life Assurance Society of the United 
States vs. Freda (Feb. 24, 1934, Ct. Com. 
Pleas Franklin Co., Ohio) (See C. C. H. 
Fed. Res. and Bank Law Service, Par. 
10,157) wherein Judge King said that 
Congress is without authority to cancel a 
debt owed by the defendant to the plain- 
tiff calling for payment in gold, which 
contract at the time it was entered into 
was in all respects lawful. The Court 
based its opinion on the ground that such 
a statutory measure violates the due 
process clause of the Constitution (Am. 
5), saying, “It would amount to a con- 
fiscation of the plaintiff’s property with- 
out compensation.” 

In brief, these are the salient points to 
be considered in a summary discussion of 
the constitutionality of the attempted ab- 
rogation of the gold clause in private 
contracts. Reduced to the irreducible 
minimum, it may be said that the ulti- 
mate decision will depend upon a balanc- 
ing of the policies involved and upon 
whether or not the statute is “necessary 
and proper” to be within the implied 
powers of Congress. 


It has been suggested that in such cir- 
cumstances a trustee institute proceed- 
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ings before the proper court for a de- 
claratory judgment as to its responsibil- 
ity in the situation. This procedure, 
however, might delay or adversely affect 
any refunding plan that may have been 
proposed or arranged. In the absence of 
any court decisions which might clarify 
the situation, it seems reasonable for the 
trustee to require indemnity against lia- 
bility in satisfying mortgages and releas- 
ing collateral held in pledge under in- 
dentures for the benefit and security of 
bonds and coupons expressed to be pay- 
able in gold or in foreign currencies at 
fixed amounts. As protection against 
claims, demands or suits that may be in- 
stituted against it, the trustee should re- 
quire deposit with it of an amount equal 
to the principal, interest and premium, 
if any, with respect to the outstanding 
bonds and coupons, and in addition, the 
delivery to it of an indemnity agreement 
satisfactorily secured. Such _ security 
might well represent the equivalent of an 
amount in current dollars to cover the 





obligations down to a “50 cent dollar.” 
If in cash, such security might prove em- 
barrassing to the trustee. It would, 
therefore, seem preferable to have the 
indemnity fund deposited with another 
banking institution. From time to time, 
upon certification from the trustee, the 
depositary of the indemnity fund would 
release to the company the cash or se- 
curities applicable to the obligations as 
they were redeemed in current dollars. 

It is suggested that where possible the 
obligor company postpone its request for 
satisfaction of the mortgage until all or 
substantially all of the bonds and cou- 
pons have been presented and paid, or 
until it shall be finally established that 
there is no liability on the part of the 
trustee. It might be well to point out 
the danger of a suit by the company for 
conversion should the trustee refuse to 
release collateral upon tender to it of 
current dollars sufficient to pay the out- 
standing bonds and coupons and demand 
made for satisfaction. 
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MANUFACTURERS 
TRUST COMPANY 


HARVEY D. GIBSON, President 


Condensed Statement of Condition as at 


close of business March 31st, 1934. 


RESOURCES 


Cash and Due from Banks $ 67,417,217.18 
U. S. Government Securities 157,174,934.53 
State and Municipal Bonds 29,586,088.39 
Other Securities . 46,870,493.71 
Loans and Bills Purchased 170,620,939.16 
Mortgages 25,530,063.47 
Banking Houses and Other Real Estate 

Equities 20,555,149.90 
Customers’ Liability for Acceptances. . . 23,267,300.46 
Acceptances of Other Banks Endorsed 2,069,767.22 
Accrued Interest and Other Resources. . 3,523,459.90 


$546,615,413.92 


LIABILITIES 


$ 32,935,000.00 
Surplus and Undivided Profits 10,297,483.19 
Capital Notes 25,000,000.00 
Reserves 25,771,750.51 
Dividend (Payable April 2nd, 1934) ... 411,687.50 
Outstanding Acceptances 24,288,780.11 
Liability for Acceptances of Other Banks 
Sold with Our Endorsement . 2,069,767.22 
Deposits 425,840,945.39 


$546,615,413.92 


Head Office: 55 Broad Street, New York City 
Member Federal Reserve System - Member New York Clearing House Association 





Court Decisions Bearing on Problems of Fiduciaries 


Corporation for Holding Bank Stocks 

Mere Agent or Trustee for Real 
Owners Who Are Subject to Statu- 
tory Assessment in Case of Insol- 
vency— 
U.S. Dist. Ct., East Dist. of Mich.—Paul H. 
Deming, et al, vs. B. C. Schram, Receiver of 
the Guardian National Bank of Commerce 
of Detroit, and Alexander J. Groesbeck, Re- 
ceiver for Guardian Detroit Union Group, 
Inc., et al. 


In handing down its opinion, the Court 
made twenty-three findings of fact. These 
reviewed the organization of both the 
Bank and the Group, the closing of the 
Bank, the voluntary petition for dissolu- 
tion of the Group, and request of the 
Comptroller of the Currency of the Unit- 
ed States for a certified list of stockhold- 
ers of the Group. It was shown that there 
was issued and outstanding at the time of 
the closing of the Guardian National 
Bank of Commerce of Detroit 1,544,088 
shares of Guardian Detroit Union Group, 
Ine. and that the holders of said shares 
were the owners of 100,000 shares of the 
capital stock of the Guardian National 
Bank of Commerce of Detroit, less shares 
in the names of the directors and officers; 
and that each share of said so-called 
Group stock outstanding represented the 
ownership of .064362 shares of Guardian 
National Bank of Commerce of Detroit 
stock and that the assessment levied by 
the Comptroller of the Currency upon 
the shareholders of Guardian National 
Bank of Commerce of Detroit is equal to 
the sum of $6.4362 upon each share of 
Guardian Detroit Union Group, Ine. 
stock outstanding. It was stated that the 
obligation of the shareholder in the 
Group referred to as Article IX never 
was signed by the shareholder or by any 
authorized agent. The last finding of fact 
follows: 


. “The obligation by such shareholder was for 
the primary benefit of the depositors and cred- 
itors of the bank and not merely to indemnify 
the Guardian Detroit Union Group, Incorpo- 
rated. The certificate of incorporation and the 
privilege to issue stock granted by the Michi- 
gan Securities Commission were granted upon 
the express condition of the assumption of 


this obligation by the stockholder for the ben- 
efit of the bank and to secure its creditors 
and depositors and this fact was made known 
by the Attorney General of the state, by the 
Banking Department, and by the Securities 
Commission, to the officers and stockholders 
of the Guardian Detroit Union Group, Incor- 
porated, so that the very issuance of the cer- 
tificates of stock to entitle the holders thereof 
to participate in the dividends and profits to 
be derived by virtue of the investment in bank 
stock was conditioned upon his assumption of 
the stockholders’ liability in the bank. His ac- 
ceptance of the stock under such circumstances 
created a binding direct obligation on his part 
to the bank to pay his pro rata part of the as- 
sessment.” 


Conclusions of Law 


The Court stated its conclusions as fol- 
lows: 

1. “The plaintiffs and intervening petitioners, 
as the holders of stock in the Guardian Detroit 
Union Group, Incorporated, are not entitled to 
enjoin the receiver of the Guardian National 


Bank of Commerce from the collection of the 
stock assessment. 


2. “Being the real and beneficial owners of 
the stock, they are liable for the payment of 
the assessment in the proportion that the num- 
ber of shares of stock held by them bear to 
the total outstanding shares of stock of the 
Guardian Detroit Union Group, Incorporated, or 
such of the stock assessment as could be levied 
by the receiver against the Guardian Detroit 
Union Group on account of its being the regis- 
tered owner of the stock, the proportion being 
set forth in the findings of fact. 


3. “The acceptance by the plaintiffs and in- 
tervening petitioners of the shares of stock of 
the Guardian Detroit Union Group, Incorporat- 
ed, with Article IX thereon constituted a bind- 
ing obligation on the part of each holder of the 
shares of stock of the Guardian Detroit Union 
Group, Incorporated, to pay to the Guardian 
National Bank of Commerce their proportion- 
ate share of the stock assessment which was 
levied against that portion standing in the 
name of Guardian Detroit Union Group, Incor- 
porated. 


4. “Their promise is not one to answer for 
the debt, default, or miscarriage of another 
and the statute of frauds has no application. 


5. “The plaintiffs and interveners, and the 
receiver, are alike bound by the finding of the 
Comptroller of the Currency as to the compli- 
ance with the law in regard to the incorpora- 
tion and various consolidations of the Guard- 
ian National Bank of Commerce, and no party 
to this suit can challenge in this cause the le- 
gality of the consolidations leading up to and 
culminating in the final consolidation of the 
Guardian National Bank of Commerce of De- 
troit. 


6. “The receiver, by suing four of the direc- 
tors who appeared of record as the stockhold- 
ers of Guardian National Bank of Commerce 
of Detroit, is not estopped thereby in this pro- 
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ceeding to show that the shareholders of the 
Guardian Detroit Union Group, Incorporated, 
are the real, true, and beneficial owners of the 
stock of the Guardian National Bank of Com- 
merce. 

7. “Plaintiffs and intervening petitioners 
have represented to the depositors and cred- 
itors of the bank that they were liable and 
would pay said assessment and credit having 
been extended to the bank by reason thereof, 
they are now estopped to deny said liability in 
this cause. 

8. “The receiver of the Guardian Detroit 
Union Group, Incorporated, had no beneficial 
interest in the recovery against these share- 
holders, since the corporation of which he is 
receiver was a mere agent or trustee for the 
real and beneficial owners of the stock, and 
the assessment liability, being primarily for 
the benefit of the Guardian National Bank of 
Commerce, should be recovered by the receiver 
of the Guardian National Bank of Commerce 
in the same manner and to the same extent as 
if the real and beneficial owners of the stock 
had been the registered owners thereof, and 
the receiver, having been made a party to this 
suit by leave of the court of competent juris- 
diction which appointed him, and having be- 
come such a party and filed an answer in this 
cause, is bound by the decree entered herein 
and cannot withdraw from the case or limit 
the effect of the decree entered herein. 


9. “The receiver of the Guardian Nationa) 
Bank of Commerce of Detroit is entitled to re- 
cover of the plaintiffs and intervening petition. 
ers their proportionate part of the stock as- 
sessment on the capital of the Guardian Na- 
tional Bank of Commerce upon the theory that 
they are the real, true, and beneficial owners 
of the stock, and that the Guardian Detroit 
Union Group, Incorporated, was merely acting 
as agent or trustee for the benefit of the real, 
true and beneficial owners, to-wit, the share- 
holders of the Guardian Detroit Union Group, 
Incorporated.” 

Continuing, the Court said: “The statutory 
liability against stockholders of banks and 
trust companies imposed by the state and 
federal law was designed to afford some ad- 
ditional protection to the depositors and cred- 
itors of such institutions. The real and bene- 
ficial owners of such stock cannot defeat the 
provisions of these statutes by the creation 
of a so-called holding company, by transfer- 
ring their stock to it. A court of equity 
should look through such devices and dis- 
cover and hold accountable the real and 
beneficial owners of such stock. 


“The legal question here involved is novel. 
An appellate court has held that a_stock- 
holder cannot escape the liability by the cre- 
ation of a corporation to whom he trans- 
fers his stock for the purpose of avoiding 
the assessment. If this is law, then a share- 
holder, who conveys his stock to a holding 
corporation under an express agreement to 
remain liable for the assessment in all con- 
science ought to make good that obligation. 


“Moreover, as a matter of sound public 
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policy, a holding company of bank stock, 
whose chief functions and assets consist of 
such stockholding, should be declared a mere 
trustee for its shareholders who must re- 
spond to the statutory assessment. 


“The situation is simple if we could as 
sume all the stockholders of Guardian Na- 
tional Bank of Commerce organized a hold- 
ing corporation for the purpose of conveying 
their stock to it. Given a subsequent in- 
solvency of the bank, I take it to be con- 
ceded, in such a case, the stockholders would 
be liable for the assessment. The same re- 
sult should follow if the holding company, 
under like conditions, obtains all the stock 
in several banks. The contention that its 
ownership of stock in other banks constitutes 
assets is more fiction than fact. If one of 
its units becomes insolvent, in practice the 
chain fails by the breaking of the link. 
Therefore, I conclude that a corporation for 
holding bank stock, under the conditions as 


. Shown here, is a mere agent or trustee for 


the real owners of bank stock, and that this 
device should not shield them from the statu- 
tory assessment. 


“A decree will accordingly be entered in 
conformity with these findings and conclu- 
sions.” 


Editor’s Note: The final decree was filed on 
April 9 and under the same date an appeal from 
said decision was filed with the Circuit Court of 
Appeals, Sixth Circuit at Cincinnati, Ohio. 
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Allowance of Reasonable Attorneys 
Fees in Foreclosure Proceedings 
Under Federal Farm Loan Act 
Upheld 


U. S. Sup. Ct.—The Federal Land Bank of 
Berkeley vs. Warner et uz (No. 498). De- 
cided April 2, 1934. 


Mr. Justice Butler delivered the opin- 
ion of the Court. 

“Respondents gave petitioner a mort- 
gage on their farm lands in Arizona to 
secure a loan of $7,200 made in accord- 
ance with the Farm Loan Act. The mort- 
gage provides that in case of suit to fore- 
close the mortgagors shall pay a reason- 
able attorney’s fee to be fixed by the 
court. And that clause is valid under 
Arizona law. The borrowers having failed 
to pay according to their promise, peti- 
tioner brought this suit to foreclose the 
mortgage and prayed that an attorney’s 
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fee of $125 be included in the judgment. 
Respondents objected to the allowance 
of any amount on account of that item, 
the trial court sustained their contention 
and the supreme court upheld that part 
of the decree upon the ground that the 
collection of such a fee is forbidden by 
the following part of § 31: “No land bank 

. shall charge or receive any fee, com- 
mission, bonus, gift, or other considera- 
tion not herein specifically authorized.” 
12 U.S. C., § 983. 

“That construction cannot be sustained. 
The Act establishes cooperation between 
borrowers on farm mortgages and inves- 
tors in the bonds secured by them. The 
requirement, by mgans of the mortgage 
provision, that a mortgagor shall bear 
the expense put upon the bank by his de- 
fault is reasonable and in harmony with 
that principle. In the absence of a plain 
expression to that effect, it may not be 
held that Congress intended to put upon 
non-defaulting borrowers any part of the 
expense of foreclosure of mortgages made 
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by others. The Act does not prescribe 
proceedings for foreclosure but indicates 
that state laws are to govern. Section 30 
directs the land bank commissioner to ex- 
amine the laws of each State and to re- 
port, among other things, whether in his 
opinion they are such as to safeguard 
against loss in case of default. Code, § 971. 
It provides that, if examination shall 
show that the laws of any do not afford 
sufficient protection, the Farm Credit Ad- 
ministration may declare mortgages on 
land in that State ineligible. Code, § 972. 
And the petition for this writ indicates 
that, except in a few States where local 
law prohibits such contracts, all the 
mortgages taken by the Federal land 
banks contain stipulations for attorney’s 
fees for foreclosure. 

The petition indicates: Federal land banks 
hold mortgages amounting to approximately 
$1,120,000,000. Joint stock land banks hold 
mortgages amounting approximately to $500,- 
000,000. Under the Emergency Farm Mortgage 
Act of May 12, 1933, Federal land banks are 
authorized immediately to expand their activi- 
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ties to the extent of $2,000,000,000 in additional 
farm mortgage financing operations. Mort- 
gages taken under that Act will contain stipu- 
lations for attorney’s fees for foreclosures. 
From this it appears that officers charged 
by law with the administration of the 
banks have always construed the Act to 
permit state laws to control. Our atten- 
tion has not been called to any case in 
which that construction has been ques- 
tioned. It is entitled to great weight. 
United States vs. Mo. Pac. R. Co., 278 
U. S. 269, 280. 

“And we are of opinion that the deci- 
sion of the Arizona supreme court in this 
case is not supported by the language it 
quotes from § 31 or by any other part of 
the Act. The paragraph containing this 
language defines criminal offenses -and 
prescribes punishments. The first sen- 
tence holds officers, directors and employ- 
ees to their usual salaries and directors’ 
fees, and limits each of them, and as well 
every attorney for a bank, to “a reason- 
able fee .. . for services rendered.” The 
second sentence contains the provision re- 
lied on. Its sole purpose is to limit banks 
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to the charges, fees, ete; that are specifi- 
cally authorized. Then, after restricting 
disclosure of names of borrowers, the par- 
agraph makes violations of its provisions 
punishable by fine or imprisonment or 
both. Other than the counsel fee in ques- 
tion, the judgment below does not exclude 
any expense of foreclosure that is per- 
mitted by Arizona law. But plainly the 
compensation of attorneys engaged to 
foreclose a mortgage is as necessary as 
the payment of charges for advertise- 
ment, the service of process or the sale of 
the property. The items last mentioned 
are generally, if not indeed everywhere, 
chargeable to defaulting mortgagors. 
There is nothing in the Act to suggest 
purpose to denounce the one and permit 
the others. Moreover, the quoted clause 
is in harmony with the restrictions put 
upon loans by § 12, Code, § 771, and is un- 
doubtedly intended to emphasize and 
strictly to enforce limitations set by § 13, 
Code, § 781 (9), upon fees for appraisal 
and examination of title, legal fees, re- 
cording charges and the like that are in- 
cluded in the preliminary costs of nego- 
tiating and carrying the mortgage loans. 
Undoubtedly Congress intended that state 
laws are to govern in respect of counsel 
fees for foreclosure of mortgages given 
under the Act. 

“But what is said above is not to be 
taken to approve the collection of a sub- 
stantial attorney’s fee for foreclosure in 
every case where stipulations such as the 
one before us are valid under state law. 
Uncontested foreclosures generally follow 
established routine and undoubtedly 
many of them may be made, without 
much if any cost to the banks, by their 
regularly employed salaried lawyers. In 
any such case the employment of another 
attorney or the exaction of any substan- 
tial charge for legal services cannot be 
justified as reasonable. In all’ cases— 
whether foreclosure is obtained by de- 
fault or after contest—the mortgagor’s 
promise to pay the mortgagee a reason- 
able atttorney’s fee is to be construed 
having regard to the purpose of Congress 
to enable farmers, by means of mortgages 
on their lands, to obtain loans at low cost. 

“Reversed.” 
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rather than the payment of interest, is the 
controlling factor in the maintenance of 
correspondent bank relationships. That 
this is true is indicated by the experience 


of this bank. 


Since June 16, 1933, 41 banks situated in 
18 different states have opened new de- 
mand deposit accounts with us, with total 


balances of $2,422,000. 


Each new bank account opened enables us 
to handle each former account the better. 
By so much have we added to our already 
extensive facilities. 
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EXCERPTS FROM SELECTED ARTICLES 


Powers of Sale in Trustees And The 
Rule Against Perpetuities— 
Harvard Law Review, April 1934, page 948- 
975.—By W. BARTON LEACH, Professor of 
Law in Harvard Law School. 

“Tt was a thesis of John Chipman Gray 
that the Rule against Perpetuities is ca- 
pable of simple statement, and that its 
application is merely a question of doing 
one’s sums correctly: 

In questions of remoteness... there is... 
a definite recognized rule: if a decision agrees 
with it, it is right; if it does not agree with it, 
it is wrong. In no part of the law is the reason- 
ing so mathematical in its character. 

“As to a considerable bulk of perpetu- 
ities cases, yes; but even in this field the 
law is a social, not a physical science. 
There exists about the rule a corona of 
problems whose solution requires some 
arithmetic but, much more, an under- 
standing of the essential policy of the 
Rule and the nature of the abuses it 
seeks to prevent. 


“With some of these questions that 
search the philosophy of the Rule Gray 
wrestled, and with some he did not. 
Where there is an appointment under a 
general testamentary power, should the 
Rule run from the creation of the power 
or its exercise? Gray and Kales disputed 
this matter at length and found little so- 
lace in mathematics. In insurance trusts 
and revocable inter vivos trusts should 
the period of perpetuities be computed 
from the date of the settlement or from 
the date of the settlor’s death? Gray was 
spared this problem by the fact that in- 
surance trusts did not become popular 
until after his death; but it is perfectly 
clear that no algebraic formula can hope 
to provide a solution. Does the Rule in- 
validate options to purchase in leases ex- 
ceeding twenty-one years? Gray gave 
some consideration to this matter * * * 
but never undertook to examine its prag- 
matic aspects. Clearly, any decision on 
this point must be superficial which fails 
to consider whether the purposes of the 


Rule are really furthered if it discour- 
ages commercial improvement of the 
property during the last fifteen or twenty 
years of the lease period by depriving the 
lessee of the power to secure the capital 
benefits of his improvements through ex- 
ercise of the option. If a power of sale 
in a long-term mortgage to secure a bond 
issue may be exercised beyond the period 
of the Rule, is the power for that reason 
invalid? The specialization of Gray’s 
law partnership in the field of corporate 
finance compelled him to examine this 
problem. The mathematics of a Rule 
against Perpetuities of universal appli- 
cation told him these powers were bad; 
common sense and the absence of any 
abuse in such powers told him they were 
good. With obvious mental anguish he 
came to the conclusion either that the 
powers were excusable as ancillary to the 
security purpose of the mortgage and/or 
(from Gray, a monumental concession) 
that they constituted an exception to the 
Rule. It was not considered (a) that the 
law of perpetuities arose to combat 
abuses peculiar to instruments of family 
settlement and that to subject commercial 
arrangements to the same restrictions is 
to extend rather than to apply the Rule; 
(b) that the Rule properly deals with 
dispositive and not administrative provi- 
sions of deeds and trusts; (c) that the 
period measured by lives and minorities, 
extraordinarily well adapted to keeping 
gift transactions within reasonable lim- 
its, bears no relation to transactions for 
profit which are invariably measured in 
terms of years, the number twenty-one 
having no significance. 

“The problem considered in this article 
—the validity of powers of sale in trus- 
tees of voluntary trusts where the trust 
may last longer than the period of per- 
petuities—is somewhat related to the 
mortgage problem and presents another 
situation in which not mathematics but 
consideration of the essential policy of 
the Rule and a determination to see its 
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purposes accomplished must be the basis 
of decision. 

“The astute reader will gather that fhe 
foregoing localized attack on the credibil- 
ity of Professor Gray is the product of a 
fear complex. And this is correct. Gray 
declared the powers of sale herein dis- 
cussed to be void, whereas it is the thesis 
of this article that they are valid. It is 
a matter of some temerity to cross swords 
with the master upon his own battle- 
ground. But some care will be taken here- 
in to show that he gave the problem little 
consideration and (speak it softly) mis- 
read a few cases.” 

The Problem 

“We are to consider two types of pow- 
ers in trustees. The first is the usual 
power to sell all or part of the trust res 
at any time while the trust lasts, and to 
invest and reinvest the proceeds; and 
the question is whether such a power is 
bad if it may be exercised beyond lives in 
being and twenty-one years. The second 
is the usual power to sell for purposes of 
distribution at the end of the trust where 
the ultimate fee interest is given to two 
or more persons; and the question is 
whether such a power is bad if it may 
arise beyond lives and twenty-one years. 

“These questions arise wherever a trust 
may last longer than the period of per- 
petuities. Trusts that do last longer than 
the period are pretty rare, but those that 
have the possibility are relatively numer- 
ous. For example: (1) An elderly tes- 
tator of wealth, having children and 
grown grandchildren who have shown no 
satisfactory capacity for handling funds, 
may leave his estate to trustees in trust 
for his children for life, remainder to his 
grandchildren (including those born after 
the testator’s death) for their lives, with 
remainders over. There is some probabil- 
ity that this trust will last during the 
lives of unborn grandchildren and hence 
exceed in duration the period of perpetu- 
ities; yet these life estates are obviously 
valid under the common-law Rule, and 
elementary skill can create valid remain- 
ders in fee. (2) A testator having an un- 
married son may leave property in trust 
for the son for life, for the son’s widow 
for life or during widowhood, remainder 
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to the son’s children. The limitation to 
the widow is frequently advised on the 
ground that it really benefits the son by 
relieving him, from worry as to the sup- 
port of his wife in case of his death. All 
interests plainly vest at the son’s death, 
but since the widow may be a person now 
unborn, the trust may exceed the period 
of perpetuities. (3) Far more common 
is the case of a testator leaving an equit- 
able life estate to a child with a special 
power of appointment in remainder 
among such child’s issue. Ordinarily the 
donee will appoint directly to his issue, 
but it is entirely open to him, if he 
chooses, to appoint life estates to some of 
his children (even though such children 
are unborn at the death of the testator) 
with remainders to others. Due to the 
possibility of appointment of life estates 
to unborn persons, most trusts in which 
there exists a special power of appoint- 
ment among children or issue have a po- 
tential duration in excess of the period of 
perpetuities. As will be readily recog- 


nized, the number of such trusts is enor- 
mous; and great will be the slaughter if 
essential powers 


to the trustees are 
stricken down. 

“In any trust of substantial duration, 
certain powers in the trustees are neces- 
sary for efficient administration and are 
almost invariably granted in the trust 
instrument. The power to sell assets and 
to invest the proceeds in other assets is 
the chief of these. With regard to land, 
many circumstances may arise which will 
make a sale the only reasonable step. The 
property may acquire a usefulness only 
in connection with other adjacent prop- 
erty while remaining practically useless 
as an isolated parcel. The property may 
require development at considerable cap- 
ital expense, and either the trustees may 
not have the necessary capital or the ven- 
ture may be of so speculative a nature as 
to be beyond the scope of proper trustee 
investment. It is obvious that it is to the 
interest of the cestuis que trust that the 
proceeds of an advantageous sale be sub- 
stituted for a stagnating property and 
then reinvested. In the case of securities, 
a power of sale is frequently essential to 
the protection of the cestuis in view of 
rapidly changing conditions in the finan- 
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cial markets. Again with reference to 
realty, a power to make leases, including 
those which may last longer than the 
trust period, is essential and customary. 
Most commercial buildings can be uti- 
lized by trustees only in this manner. The 
lease is the usual device by which oil and 
mineral lands are exploited. 

“In addition to the foregoing powers, 
which concern the administration of the 
trust throughout its duration, it is usual 
and expedient to provide that trustees 
may sell assets for the purpose of making 
distribution among several beneficiaries 
at the termination of the trust. Such a 
power arises for the first time at the end 
of the trust period. It is a substitute for 
the more costly and inconvenient process 
of partition between co-owners in the 
courts. 

“Several English cases of the Nine- 
teenth Century decide that powers of sale 
for distribution which may arise beyond 
the period of perpetuities are invalid. Re- 
cently cases from England and the Brit- 
ish dominions, abetted by Gray, have ex- 
tended this holding to powers of sale and 
lease existing for the entire duration of 
a trust which may exceed the period of 
perpetuities. Except for one Missouri 
and one Connecticut case, which follow 
the views advocated herein and not the 
English cases, the question is an open 
one in this country. All of the decided 
cases deal with trusts of real estate, but 
the possibility that they will be extended 
to personal property cannot be ignored.” 


Analysis—Powers to Sell for Reinvestment 
or to Lease Which Last Throughout 
the Life of the Trust 

“In Gray’s phrase, the Rule was de- 
signed for “forwarding the circulation of 
property.” A more expanded statement 
might add that the Rule seeks to prevent 
the stagnation of capital assets of the 
community in the hands of those who can- 
not or will not put them to their greatest 
social utility, to make it possible for a 
person who desires to devote property to 
a useful purpose to buy the property if 
his price is right. 

“That to give to trustees a broad power 
of sale and lease is to make possible the 
free circulation of the trust res seems 
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clear beyond the necessity of argument, 
and, conversely, it seems equally clear 
that to require the trustees to hold the 
specific res in their own hands during the 
entire life of the trust regardless of their 
ability to exploit or develop the property 
is to defeat t’ purpose of the Rule. Of 
course such powers are valid in trusts 
which last no longer than the period of 
perpetuities. To declare them invalid in 
trusts lasting beyond that period is to 
assert the dubious proposition that the 
longer a trust lasts the less efficiently it 
should be administered and the greater 
should be the restrictions upon the trust 
res. 

“But, it is said, the existence of the 
power of sale in the trustees is a re- 
straint upon alienation of the equitable 
estates in the land held by the cestuis. 
With great respect to the learned men 
who have made or repeated this state- 
ment, it is submitted that it has no in- 
trinsic merit. So far as there is any re- 
straint at all it applies to the equitable 
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interests only as estates in a specific piece 
of land; as interests in a shifting corpus 
they. are fully alienable. Moreover, this 
slight restraint is insignificant in view of 
the tremendously increased probability 
of alienation inherent in a power of sale 
in the trustees. Assume that A holds an 
equitable life estate and B an equitable 
vested remainder in Blackacre. Further 
assume that C wants to buy Blackacre. 
Either the life estate or the remainder 
alone is useless to him because of the 
speculative dependence of each estate 
upon an event of no commercial signifi- 
cance, the death of A. Thus C must have 
both estates or he will buy neither. If he 
can induce both A and B to sell, he can 
terminate the trust and obtain a convey- 
ance from the trustee forthwith, whether 
or not a power of sale exists. But in the 
absence of a power of sale in the trustees, 
his success in inducing both A and B to 
sell depends upon his ability to offer a 
price which will intrigue both cestuis, ar- 
range a division of the purchase money 
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which will please them, and overcome the 
stubbornness or sentimentality which he 
may meet in either. 

“This is a large order, and it becomes 
larger to the point of impossibility with 
an increase in the number of cestuis and 
the injection of contingent interests and 
unborn beneficiaries. On the other hand, 
if trustees have a power of sale, they 
possess a control over the land sufficient 
to give present title to a purchaser and 
they are bound by fiduciary duty to ac- 
cept a commercially advantageous offer. 
If the entire power of alienation of the 
cestuis’ interests were removed by a pow- 
er of sale in the trustees, there would be 
removed only a practical nonentity. Fur- 
thermore, even the value and desirability 
to purchasers (small at best) of the 
fully-alienable asset which any cestui has 
in the shifting res, is increased. The trus- 
tees now have both the power and the 
duty to augment the corpus and render 
it more productive if a sale of the exist- 
ing res and reinvestment of the proceeds 
is the wise step. 

“Perhaps we too readily assume that 
the phrase ‘power of sale’ is analytically 
exact as well as descriptive. Where a 
trustee holds property for beneficiaries 
without ‘power of sale’ his fee interest is 
subject to a restraint upon alienation 


created by the trust instrument and in-. 


herent in the trustee-cestui relationship. 
A power of sale in the instrument merely 
relaxes the restraint which would other- 
wise exist, and gives to him the full pow- 
er of disposition possessed by any holder 
of a fee simple. Viewed in this light, the 
power plainly furthers the purposes of 


the Rule. It would be much more sensible 
in long trusts to invalidate the implicit 
restraint by inserting a power of sale as 
matter of law than to impose a restraint 
by invalidating an expressed power of sale. 

“The decided cases invalidating powers 
of sale in long trusts rely not upon the 
function and possible abuses of such pow- 
ers, but upon the analogy (assumed but 
never argued) to powers of appointment. 
Of course, powers of appointment and ap- 
pointed interests are subject to the Rule 
against Perpetuities. Why not powers of 
sale? This question deserves careful ex- 
amination. 

“The Rule originated in the fear of an 
unbarrable estate tail—the creation of 
successive beneficial interests in land in 
infinite generations of the grantor’s pos- 
terity. The abuse it aimed to correct was 
the creation of remote beneficial interests. 
A power of appointment is one method 
of creating beneficial interests, and re- 
strictions were therefore logically and 
properly placed on the creation and exer- 
cise of powers of appointment in order to 
prevent the circumvention of the essen- 
tial policy of the Rule as to granted es- 
tates. The Rule permitted the creation of 
trusts by placing the legal estate in trus- 
tees and dividing the equitable interests 
among present and future holders, but 
forbade the creation of remote beneficial 
interests either by grant or the exercise 
of powers of appointment. But a power 
of sale is not a method of creating those 
remote beneficial interests which it was 
the purpose of the Rule to invalidate. It 
is administrative in its nature and pur- 
pose, not substantive. 

“Tf the beneficial interests created by a 
trust are valid, the policy of the Rule has 
nothing to do with the manner in which 
the trust estate is to be managed by the 
trustees. Would it be contended, for in- 
stance, that a power in trustees for the 
time being to nominate their successors 
violates the Rule on the ground that it 
might cause the disposal of the legal es- 
tate to depend upon a nomination made 
after the period of perpetuities? If the 
trustees have a power to sell or lease the 
property, these are incidents of the fee 
simple which the trustees hold, and 
should be no more subject to attack than 
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similar powers in a person holding a ben- 
eficial fee simple. The grantee or lessee 
from the trustees takes no beneficial in- 
terest under the trust. 

“If powers of sale in trustees are an 
abuse, then our legislatures, English and 
American, are in increasing numbers sac- 
rificing the public weal to the predatory 
interests and something should be done 
about it. Legislation in twenty-one Amer- 
ican states and the District of Columbia 
provides that, under circumstances vary- 
ing with the type of statute, trustees not 
only may but must sell the trust res and 
reinvest the proceeds upon application by 
one or more of the cestuis que trust. Un- 
der the English Settled Land Act of 1925 
substantially the same result is obtained 
by giving to life tenants a power to lease 
the fee or to sell it and substitute there- 
for an investment in securities approved 
by the Act. Of course, the obligations im- 
posed by these statutes are not limited 
to the period of perpetuities. Would it 
not be palpably absurd for a court to 
hold invalid upon grounds of public pol- 
icy a power of sale in trustees and there- 
after to order the trustees to sell upon 
the basis of the public policy of the state 
expounded in legislation? The English 
courts may justify this position by point- 
ing out that their case-law was developed 
before these statutes became common, but 
no American court can henceforth have 
the same excuse. 

“A trust implies certain restraints 
upon the trustees for the protection of 
the cestuis and certain powers for the 
efficient management of the trust. It may 
be that the English courts were improvi- 


dent in holding that the feudal concept 
of vesting in interest satisfied the Rule, 
with the corollary that trusts during un- 
born lives were permissible. But assum- 
ing these trusts to be valid, we should 
make every attempt to reduce their poten- 
tial inconveniences by promoting efficient 
administration and increasing the like- 
lihood of free commerce in the property 
involved. No wooden adherence to or ex- 
tension of a Rule adapted to an entirely 
different purpose should compel the in- 
validation of powers of sale and lease 
which will accomplish these objects.” 


Analysis—Powers of Sale for Distribution 
at the Termination of a Trust 


“The foregoing argument has been ad- 
dressed to powers in trustees to sell or 
lease during the continuance of the trust 
for administrative purposes. We now 
turn to powers which arise for the first 
time at the termination of the trust for 
the purpose of facilitating distribution 
among a number of remaindermen. The 
suggestion has already been made that, 
although invalidation of the former type 
of powers will violate the essential policy 
of the Rule against Perpetuities, invali- 
dation of the latter type will have no re- 
sult except inconvenience and expense to 
the cestuis que trust and increased bur- 
dens upon the courts. Powers of sale for 
distribution amount to no more than pri- 
vate devices for partition. If the power 
is invalidated the corpus of the trust 
must be turned over in undivided shares 
to the remaindermen and they must then 
seek the aid of the courts in obtaining 
partition if partition is desirable. 

“There is some slight reason for view- 
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ing powers of sale for distribution less 
favorably than powers for reinvestment. 
They arise for the first time at the ter- 
mination of the trust which, in the cases 
here considered, is beyond the period of 
perpetuities, and hence prevent each par- 
ticular cestui from alienating his interest 
as an estate in specific realty; the re- 
straint lasts throughout the life of the 
trust and there is no compensating power 
of alienation in the trustees during that 
period. Yet this power of alienation in 
the cestuis, as has already been indicated, 
is illusory, due to the notorious unsal- 
ability of a life interest or a remainder 
alone, and the cestuis always have the 
right to sell their interests as claims 
against a shifting fund. Moreover, all 
possible difficulty of alienation is avoided 
if the trustees have, in addition to the 
power of sale for distribution, a power to 
sell for reinvestment during the life of 
the trust—and these powers are usually 
co-existent in the United States. 

“It is submitted that powers of sale for 
distribution should not be treated as vio- 
lating the Rule against Perpetuities. 
They do not exist for the purpose of cre- 
ating those remote future beneficial in- 
terests which it was the purpose of the 
Rule to annul. These powers are attached 
to a legal fee simple estate in trustees 
and are no more inimical to the spirit of 
the Rule than the power which exists 
(and cannot be restrained) in the holder 
of any fee simple estate not subject to a 
trust. They are administrative powers 
existing for the purpose of permitting 
efficient handling of the distribution of 
an estate among beneficiaries who, by hy- 
‘pothesis, have valid interests. Their ex- 
istence constitutes no abuse. A similar- 
ity, sometimes suggested, between such 
powers and powers of appointment which 
arise at a time beyond the period of per- 
petuities is as superficial and unsubstan- 
tial as the suggested similarity between 
administrative powers of sale and sub- 
stantive powers of appointment during 
the continuance of a trust.” 

Prof. Leach next gives the results of 
an exhaustive research. Starting with 
Gray and the earlier English authorities, 
the reader finds a careful analysis pre- 
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sented in logical sequence. Cases are 
cited and digested. 

The summary which follows the con- 
sideration of the English authorities fol- 
lows: 

“The notion that a trustee’s power of 
sale could violate the Rule against Per- 
petuities arose in cases where the power 
involved a shifting of the economic bene- 
fit of the trust from one beneficiary to 
another (thus becoming pro tanto a 
power of appointment), and where the 
power was construed to continue indefi- 
nitely after a beneficial interest in fee 
simple or fee tail had become possessory. 
The arguments made for applying the 
Rule to such cases were applicable only 
to powers suspended over estates tail and 
fees simple. This difficulty was avoided 
by the cases holding that, as a matter of 
construction, the power of sale termi- 
nates when a fee simple or fee tail be- 
comes possessory; and this ruling should 
have disposed of the previous cases in- 
validating powers of sale. Later, new 
situations arose involving not powers 
over a fee simple or fee tail but powers 
of sale exercisable during or at the end 
of a trust which might last for the life 
of a person unborn. The old cases were 
awakened from their deserved slumber 
and held to invalidate, first, powers of 
sale for distribution at the end of such 
trusts, and, second, powers of sale for 
reinvestment during their continuance. 
The cases are not reasoned. It is not too 
much to say that they lack any persua- 
sive force. Published English opinion 
considers them unsound. 

“The English cases all deal with land, 
freehold, and leasehold. The problem 
has not arisen with reference to trusts 
of stocks and bonds. It is still undecided, 
therefore, whether it violates the Rule 
to change the interest of the beneficiary 
from an interest in one bond to an inter- 
est in another, and whether the power of 
sale in the trustee permits him to create 
remote future interests in the bond by 
selling it. It certainly is not to be as- 
sumed, in the absence of clear indications, 
that such unfortunate results will be 
reached. Yet it must be conceded that, 
personalty being subject to the Rule, it 
seems impossible to draw a distinction 
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upon analytical grounds between powers 
of sale over realty and like powers over 
personalty.” 

Following this summary the author 
cites, reviews and discusses authorities 
in the United States. 


Conclusion 


“Powers of sale in trustees for rein- 
vestment during the trust and for dis- 
tribution at its termination are not mat- 
ters with which the Rule against Per- 
petuities or any analogous rule should 
be concerned. They should be valid, even 
though they may be exercised beyond the 
period of the Rule. There is good reason 
to hope that American courts will so 
hold. Yet the English cases are a dis- 
tinct threat and any careful draftsman 
must envisage the possibility that they 
will be adopted. 

“Of course the cases are pretty rare in 
which a power of sale will actually be 
exercised beyond lives andj twenty-one 
years. The vice of cases like Jn re Allott 
is that the possibility that the power may 
be exercised beyond the period of per- 
petuities causes it to be invalid from the 
beginning and incapacitates the trustee 
from making a sale even the day after 
his appointment. There is clear author- 
ity against holding a power valid for a 
period shorter than its stated duration, 
but if two powers are given, one valid 
and the other invalid, the former will be 
effective though the latter fail. There- 
fore, until In re Allott is considered and 
discarded in the United States, trust in- 
struments creating estates which, wheth- 
er by original grant or by appointment, 
may exceed the period of the Rule should 
give two sets of powers to trustees: one 
set limited to specified lives in being and 
twenty-one years, the other set to come 
into force at the termination of the first 
set. And, until Goodier vrs. Edmunds and 
similar cases are rejected by American 
courts, a similar device should be used 
with reference to powers of sale for dis- 
tribution at the end of the trust: one 
power to be given if the trust terminates 
within stated lives and twenty-one years 
and another if the trust exceeds that 
period.” 

Seventy-nine footnotes. 
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Departmental Priorities In Assets 
of Insolvent Banks— 


Yale Law Journal, March 1934, pages 794- 
809. 
“Despite the modern bank’s diverse 


functions, its assets are still treated by 
the laws of a few states as a single homo- 
geneous fund in which all of its custo- 
mers may share alike in the event of in- 
solvency. But the legislatures and courts 
of most states have felt that particular 
assets or amounts of assets should be 
held for the prior protection of the cus- 
tomers of one or another of the bank’s 
different departments. In these states the 
determination of which assets should be 
held for the security of which creditors, 
and of the extent to which one class of 
the bank’s customers should be preferred 
over another or allowed to participate in 
assets derived from transactions with 
that other, has given rise to a multitude 
of problems. The great dissimilarity 
which characterizes the various legisla- 
tive and judicial solutions of these prob- 
lems bears witness to the influence of 
many economic, socia] and legal policies.” 





494 TRUST 

There follows a discussion of special 
protection for savings depositors, found- 
ed principally upon the view that they 
are typically persons of small means, ill- 
fitted to bear the loss occasioned by a 
bank’s insolvency, with citations of the 
jurisdictions, classing all savings deposi- 
tors together, which accord them a pri- 
ority in the assets identifiable as those 
acquired through the operations of the 
savings department. A discussion of in- 
ter-department set-offs, general creditors, 
bankruptcy rule, equity rule, and credit 
transactions follows. 

“A modern bank assumes the duties and 
obligations of a trustee under a wide va- 
riety of circumstances. Its trust funds 
include not only those held by its trust 
department by -the appointment of a 
court or of a private deed of trust, but 
also those designated ‘deposits for a spe- 
cial purpose,’ which are handled by the 
commercial department; and between 
these extremes various kinds of trust 
moneys are to be found, cared for some- 
times in one department and sometimes 
in another. Accordingly, most of the 
States which grant special protection to 
cestuis que trustent carry it beyond the 
limits of the trust department. Despite 
the prevalence of the trust as a business 
device, beneficiaries of all of these trusts 
have profited from the familiar dogma of 
equity that cestuis que trustent are per- 
sons economically weak and peculiarly in 
need of protection; although perhaps an 
equally important explanation of the fa- 
voritism shown them lies in state efforts 
to attract remunerative trust business 
away from the national banks. Many leg- 
islatures have enacted statutes declaring 
that trust funds shall not be liable for 
the debts of the bank, thus reaffirming 
the cestui’s right, long recognized in 
equity, to reclaim any assets specifically 
identified as belonging to his estate. If 
no assets are thus identifiable because the 
bank has mingled them with its own, con- 
trary to law ‘or to the express terms of 
the trust, or if the assets thus identified 
have depreciated through dereliction on 
the part of the bank, some states permit 
the cestui to recoup his loss by asserting 
a priority against all the assets of the 
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bank. Security for the faithful perform- 
ance of the bank’s trust duties is also 
sought by other devices. A few jurisdic- 
tions allow trust beneficiaries a first 
claim upon the assets of the trust de- 
partment, which, like the savings and 
commercial departments, is for bookkeep- 
ing purposes treated by those states as a 
separate bank. A number of statutes, 
though not treating the operations and 
assets of the various departments as if 
they were those of separately capitalized 
banks, nevertheless set aside the ‘capital 
stock’ of the bank as special security for 
claims of cestuwis. Since capital stock is 
not an asset, these statutes are exceeding- 
ly ambiguous. If their reference is to the 
assets derived from the stockholders’ orig- 
inal contributions, the protection they 
afford to cestuis is largely illusory, since 
identification of such assets is ordinarily 
impossible. These statutes have real 
meaning, however, if they are construed 
as giving cestuis a priority in all the as- 
sets of the bank to an amount equal to 
the par value of the capital stock. More- 
over, priority in funds realized from en- 
forcement of the stockholders’ liability 
frequently accompanies and lends sub- 
stance to grants of ‘capital stock’ as se- 
curity for trust claimants. Many juris- 
dictions give cestuis prior access to spe- 
cial guaranty funds required to be set 
aside or deposited with the superintend- 
ent of banks. 

“In many states in which corporate 
fiduciaries have been exempted from fur- 
nishing the bond exacted of individuals 
acting in the same capacities, the dignity 
of the court apparently requires that 
funds upon which the judicial benediction 
has been pronounced be held especially 
inviolable. Accordingly, cestuis of court 
trusts are accorded a priority in special 
guaranty funds which must be set aside 
or deposited with the superintendent of 
banks for their benefit, or even in all the 
assets of the bank. While it is true that 
the beneficiaries of court trusts are not 
free to bargain with the bank for special 
security and so should perhaps be ac- 
corded some legislative protection, many 
of the foregoing statutes carry such pro- 
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tection to an extreme incompatible with 
full justice to other creditors. 

“A cestui, court or private, whose claim 
is not satisfied by recourse to his own 
trust res and for whom sufficient special 
security is not available, may claim in 
the bank’s other assets only as a general 
creditor, unless the bank has mingled the 
trust res with its own funds. In the lat- 
ter event, however, the cestui, if he is 
able to ‘trace’ his property or its deriva- 
tive into the assets in the hands of the 
receiver, may claim a preference equal to 
its value. But because of the rapid flux 
of modern banking operations, an actual 
tracing of trust property is rarely pos- 
sible, and rigid enforcement of the re- 
quirement would preclude the granting of 
many priorities. Accordingly, the require- 
ment has been tempered by the interjec- 
tion of fictitious presumptions of amazing 
variety. The most common and the mild- 
est presumption is that, when the bank 
withdraws a portion of a particular min- 
gled fund containing both property be- 
longing to the bank and property belong- 
ing to a trust estate, it draws out and 
uses its own property first. The indulg- 
ence of this presumption gives the cestui 
a priority in a sum equal to the lowest 
amount to which the specific mingled 
fund was at any time reduced. The next 
in the hierarchy of presumptions assumes 
that the mingled fund was never reduced 
to an amount less than that obtaining 
when the receiver took possession. To re- 
enforce these two presumptions there can 
be added a third, that when the bank de- 
pletes a fund containing trust property, 
it transfers the proceeds to its vaults or 
sets apart there an equivalent sum in 
trust. A fourth presumption enables the 
cestui to reach assets outside his own 
banking house, it being presumed that, 
when the bank depletes a fund containing 
trust property, it transfers the proceeds 
into one of its liquid cash funds, such as 
an account with a correspondent bank, or 
earmarks as a trust fund a portion of one 
of those accounts. And finally, it may be 
presumed that when the bank depleted a 
fund containing trust property it invest- 
ed the proceeds in securities now in the 
hands of the receiver or in loans which 
have proved collectible. If this presump- 
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tion is used, bonds in portfolio and ac- 
counts receivable are subjected to the ces- 
tui’s priority. These various presump- 
tions thus render available to the satis- 
faction of trust claims all of the bank’s 
assets which the court is willing to de- 
vote to them. Courts in some states, more- 
-over, have abandoned the maze of tracing 
presumptions and have awarded cestuis 
of wrongfully mingled trust funds an 
equitable lien upon the bank’s entire es- 
tate in all cases; and this without the aid 
of legislation. Massachusetts has reached 
this result by resorting to liberal inter- 
pretation of a segregation statute. The 
degree of priority which cestuis of wrong- 
fully mingled funds enjoy over commer- 
cial and savings depositors thus varies 
greatly from state to state depending 
upon the type of presumption or lien em- 
ployed. Once established, however, that 
priority probably ranks ahead of any 
preference accorded commercial or sav- 
ings depositors in their own assets, since 
trust moneys, even when identified only 
with the aid of presumptions, are not re- 
garded as assets of the bank. 
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“A different problem arises when a 
bank’s intermingling of trust funds with 
its own is authorized, either by law or 
by the terms of the trust, and hence is 
not wrongful. Most states, ignoring the 
dangers inherent in permitting banks 
thus to act in dual capacities, hold that 
when trust funds are legally deposited 
in the savings or commercial depart- 
ments, the trust estate becomes an ordi- 
nary creditor thereof; thus the bank ap- 
parently becomes trustee of its own con- 
tractual obligation. But in a few states 
the cestuis of such funds receive the same 
priorities in special assets and the same 
tracing rights as if the trust moneys had 
been wrongfully mingled. Moreover, in 
many jurisdictions self-deposit by a cor- 
porate fiduciary is permitted only when 
securities of equal value are set aside for 
the prior protection of the cestuis; and 
some states prohibit the practice alto- 
gether. 

“The silence maintained by most courts 
on the questions of the rights of general 
creditors in the assets of a departmental 
bank suggests that very few such credi- 
tors have demanded a priority in the as- 
sets of the department with which they 
have dealt. The statutes of a few states, 
however, provide that ordinary creditors 
of the savings, commercial or trust de- 
partment may share the priority which 
the depositors or cestuis enjoy therein. 
But the protection thus afforded is double 
edged, for it debars the creditor from as- 
serting any claim to any of the assets of 
the other departments until all the cred- 
itors of those departments have been paid 
in full. 

“Few of the policy considerations that 
appear to have motivated the granting 
of inter-departmental priorities in the 
liquidation of insolvent banks withstand 
analysis. There is little basis in law for 
the alleged belief of the average depositor 
that a deposit is a bailment or a trust 
rather than a loan. The contention that 
special protection from loss occasioned by 
the bank’s insolvency is necessary to in- 
duce depositors to supply the funds need- 
ed by industry is perhaps refuted by the 
depression phenomenon of more idle bank 
funds available for investment than there 
are safe loans in which to place them. 
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Runs upon banks will not be forestalled 
by providing depositors with preferences 
which may increase their liquidation div- 
idends. Nor does the furtherance of com- 
merce and industry require that protec- 
tion be afforded to commercial deposits. 
The larger portion of such deposits are 
created by loans and discounts, and so 
are canceled upon insolvency; moreover, 
the availability of consumer purchasing 
power, in part represented by the bank’s 
other creditors, is more essential to busi- 
ness than is the maintenance of its own 
current working capital. Security ac- 
corded trust claimants merely to preserve 
the sanctity of fiduciary obligations dis- 
regards the fact that such security prej- 
udices not the bank trustee, the wrong- 
doer, but its innocent creditors. 

“A more valid basis for the granting of 
preferences is afforded by the view that 
the loss occasioned by the bank’s insol- 
vency should be made to fall with the 
least severity upon the persons least able 
to bear it. But the many priorities now 
granted in apparent recognition of this 
policy are at best clumsy and inexact in 
accomplishing its purposes. Savings de- 
posits are not all contributed by persons 
of small means; a considerable propor- 
tion of them are camouflaged commercial 
accounts of corporations or the funds of 
persons having other financial resources. 
Similarly, blanket protection for all ces- 
tuis frequently results in pampering 
Croesus; even court trust funds often 
consist of unearned testamentary boun- 
ties, enjoyed by persons of affluence. The 
relation between loss-bearing ability and 
the amount of protection afforded could 
be made closer if there were established 
bases of classification more discriminat- 
ing than merely whether the particular 
claimant is a savings depositor, commer- 
cial depositor or cestui. A favored class 
could be created consisting of minors de- 
prived, by death or insanity, of one or 
both parents; widows or widowers sup- 
porting minor children; persons over six- 
ty or sixty-five years of age; and chari- 
table corporations or associations. More- 
over, the extent of priority could be made 
to vary with the size of the individual 
claim, it being safe to assume that ordi- 
narily persons with larger claims will ex- 
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perience less distress from a larger per- 
centage loss than will those with smaller 
claims. Finally, the extent of priority 
could be made to vary with the initial 
size of the trust estate or the previous 
year’s average balance of the commercial 
account, since these would in most cases 
give a positive correlation with the finan- 
cial strength of the claimant. A method 
of distribution embodying these three 
bases for classification in addition to 
those now recognized would more ade- 
quately spread total loss in such a way 
as to reduce to a minimum the inconve- 
nience and suffering inherent in the liqui- 
dation of banks.” 

Eighty-five footnotes of exhaustive ref- 
erences. 


Exculpatory Clauses in Corporate 
Mortgages and Other Instru- 
ments— 


Cornell Law Quarterly, February, 1934, 
pages 171-196—By PHILIP M. PAYNE, 
member of the New York Bar. 


“The modern corporate trust deed is in 
many respects sui generis. Mortgages of 
corporations are usually in the form of 
trust deeds, with a power of sale, in 
which a trustee (generally a trust com- 
pany) is named to take and hold the title 
of the mortgaged property for the benefit 
of the bondholders. The bonds are made 
negotiable so that they may be conveni- 
ently disposed of in the market, and the 
mortgage is, in effect, a contract between 
the corporation making it and the trus- 
tee, as representing all persons who may 
become holders of the bonds secured by it. 
The modern corporate trust deed retains 
characteristics of a trust, but it is dis- 
tinguished from a real or true trust, by 
the fact that the corpus—the incumbered 
property—frequently remains in the pos- 
session and under the control of the bor- 
rower. There is a marked distinction be- 
tween a mortgage trustee and an ordi- 
nary trustee. And there is a vital differ- 
ence between the relation of mortgagor 
and mortgagee and that of trustee and 
cestui que trust. The trustee in a corpo- 
rate mortgage is a trustee of an express 
trust as to the security but not as to the 
bonds or notes, for they are not payable 
to the trustee. It is elemental that the 
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trustee, named in a trust deed securing 
a bond issue, represents all the bondhold- 
ers in matters affecting the enforcement 
of the security and the administration of 
the trust property. Likewise there is a 
fiduciary relation between co-bondhold- 
ers; they are co-cestuis que trust under 
the trust deed. 

“The foregoing distinctions are funda- 
mental. While the relationship between 
the trustee and the bondholders may not 
be entirely analogous to that existing be- 
tween an ordinary trustee and his cestui 
que trust, a majority of the courts seem 
to imply certain powers and duties from 
the relation of the parties to the trust 
fund, irrespective of the terms and pro- 
visions of the trust indenture. Other 
courts have taken the position that the 
trustee has no duties outside of those 
specified in the indenture and that the 
liability of the trustee of a corporate 
mortgage is determined by the terms and 
provisions of the mortgage itself. Under 
this view the courts do not impose addi- 
tional duties and obligations upon the 
trustee over and above the terms of the 
corporate mortgage. Consequently it can- 
not be regarded as a settled point that 
the liability of such a trustee depends 
upon contract. The best opinion would 
seem to be that it does not, and cannot 
depend upon contract. Nevertheless, the 
trust deed may be regarded as the basis 
of the trustee’s liability in equity, and 
in that respect the liability is closely 
analagous to a contract liability regarded 
from the viewpoint of equity jurispru- 
dence. 
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“We have seen that the modern corpo- 
rate trust deed is somewhat’ different 
from the private trust. Certainly the 
trustee in a corporate mortgage securing 
bonds, like any trustee, owes to all par- 
ties concerned the duty of acting in good 
faith and of exercising all discretion vest- 
ed in it by the mortgage in a proper and 
open manner. 

“May the trustee under a corporate 
trust deed exempt itself from the obliga- 
tions of using care in the performance of 
its duties as trustee or limit its liability 
by an exculpatory clause? While a breach 
of trust is considered as a simple con- 
tract debt, the general law as to limiting 
one’s liability by contract is not settled. 
Exculpatory clauses are not new. An ex- 
culpatory clause is one of discharge and 
indemnity; it is designed to avoid the re- 
sponsibility which the trustee would be 
under, were it not for the clause. Such 


clauses in corporate mortgages are not 
against public policy, unless they seek to 
protect the trustee from liability for acts 
of gross negligence, willful default or for 
acts done in bad faith. * * * 


“The cases seem to indicate that a trus- 


tee has the right by contract to limit 
somewhat the duties which it is to per- 
form under the corporate indenture; and, 
in some instances, the trustee can be held 
liable for nonfeasance of such duties only 
as the trustee agreed to perform. How- 
ever, there is a dictum to the effect that 
the exculpatory clause cannot avail the 
trustee so as to excuse it from doing 
something which was absolutely neces- 
sary to the preservation of the lien of the 
mortgage.” 

Mr. Payne then cites leading cases in 
order to show the scope and effect of ex- 
culpatory or immunity clauses in instru- 
ments given to secure corporate bond is- 
sues. These cases show the attitude of 
the courts in their construction of the 


meaning of such words and clauses as: 


—‘“wilful misconduct” of the trustee 
—should not be “liable for the performance 
of any duty or responsibility, nor shall it * * * 
in any event be subjected to any liability not 
herein expressly stated and hereby imposed 
upon said trustee” 
—freeing the trustee 
rors in judgment” 
—that the “trustee shall not be responsible 
for the consequences of any mistake or over- 


“from liability for er- 
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sight or error of judgment or forgetfulness or 
want of prudence on the part of the trustees or 
trustee or of any attorney receiver or other 
person appointed by them or him hereunder.” 


In the cases from which the foregoing 
were taken, as well as in similar in- 
stances cited, the exculpatory clause did 
not relieve the trustee from liability. The 
author next turns to a consideration of 
the cases in which the exculpatory clause 
effectually shielded the trustee from li- 
ability. The following are illustrative: 


—presented the question of the liability of a 
trustee under a corporate mortgage to the 
bondholders for failure to record the mortgage. 
The indenture stated that the trustee was un- 
der no duty to record the same and further 
provided that the “trustee, save for its gross 
negligence or willful default, shall not be per- 
sonally liable for any loss or damages.” The 
lower court was of the opinion that the provi- 
sions relieving the trustee from the duty of 
recording the instrument and from negligence 
were against the public policy of the State of 
New York. The Court of Appeals, however, 
held that the law of Pennsylvania was appli- 
cable and by that law no liability attached by 
reason of the alleged negligence; the contract 
specifying the trustee’s duties and obligations 
as well as its liability being legal. 

The mortgage provided that the trustee should 
be under no obligation to take any action like- 
ly to involve expense until it was indemnified; 
and further provided that the trustee should 
not be liable for mistakes or errors of judg- 
ment or otherwise in connection with the trust, 
except for gross negligence or willful and in- 
tentional default. In an action against the 
trustee to recover damages on account of its 
alleged negligence in failing to collect certain 
rentals, the trustee was held not liable, except 
for improper application of rentals actually 
received. 

Plaintiff, the owner of a large number of bonds, 
brought an action for damages against the 
trustee named in the mortgage for various der- 
elictions on its part, including gross negligence 
as a trustee in failing to refile the mortgage 
each year in order to keep it alive as a chattel 
mortgage. The mortgage provided that “the 
trustee is under no obligation to record or file 
this indenture in any office whatsoever or to 
procure any additional instrument or further 
assurance or to do any act for the continuance 
or conservation of the lien hereof or for giving 
notice of the existence of such lien.” The com- 
plaint was dismissed since the allegation of 
gross negligence was insufficient. 

—the mortgage absolved the trustee from any 
duty with respect to the disposition of the pro- 
ceeds of the sale of the bonds and contained 
the customary form of exculpatory clause. The 
trustee was held not liable to the bondholders 
for losses occasioned by the mortgagor com- 
pany wrongfully delivering bonds to contrac- 
tors who failed to perform their contract for 
extensions. 

—the mortgage provided that the trustee 
should not incur any liability by reason of any 
loss arising from the failure of the company 
to keep the mortgaged premises insured. The 
property was destroyed by fire and an action 
was brought by a committee of bondholders 








against the trustee for its failure to enforce 
an alleged covenant in the mortgage as to fire 
insurance. Judgment went in favor of the de- 
fendant for the reason that the covenant de- 


clared upon was not in the mortgage. The 
exculpatory clause was held to be a further 
ground to support the judgment. 

—an action for damages against the trustee for 
alleged breach of trust duty. A separate de- 
partment of the trust conipany knew that the 
mortgagor was in default. Yet the trustee re- 
leased certain property from the mortgage. 
The usual form of exculpatory clause was held, 
under the circumstances of the case, to, re- 
lieve the trustee. Although the trustee was 
technically negligent, the release was not gross 
negligence. 

“Thus, an exculpatory clause will not 
be construed as intended to exempt a 
trustee from liability if it transcends its 
powers as defined by the trust indenture. 
The purpose of an exculpatory clause in 
the indenture in which the duties of the 
trustee are defined is to limit the respon- 
sibility of the trustee in matters of judg- 
ment and discretion in the exercise of the 
defined powers.” 

Deposit Agreements 

“While the rules of law applicable to 
ordinary trusteeship are not entirely ap- 
plicable, the members of a committee of 
bondholders are, in a broad sense, trus- 
tees for the benefit of the bondholders 
and are bound to protect their interests 
in every reasonable way. The nature and 
extent of the powers of a bondholders’ 
committee are to be found in the instru- 
ment under which they undertake to act 
on behalf of the bondholders and not in 
any statute or rule of the common law. 
The agreement with the bondholders is 
both a definition and limitation of the 
powers of the committee. Bonds in the 
hands of the committee are impressed 
with a trust by virtue of the deposit 
agreement and a fiduciary relation exists 
between the depositors and the members 
of the committee. Such a committee is 
held to strict accountability, and in con- 
struing the terms of the deposit agree- 
ment and the powers entrusted to the 
committee, in case of doubt, a construc- 
tion most favorable to the bondholders 
will be followed. 

“The liability of a committee of bond- 
holders has been considered in a few 


cases, and the deposit agreement usually 
contains an exculpatory clause for the 
purpose of limiting the liability of the 
committee.” * * * 
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—the committee, in good faith and upon the 
advice of counsel, gave instructions to the de- 
pository respecting transfers of securities. The 
exculpatory clause was held a protection to 
the committee under the circumstances. 

—the members of the bondholders’ committee 
made mistakes. The agreement expressly re- 
lieved them from liability, except willful mal- 
feasance or gross negligence. The committee 
attempted to arrange a plan of reorganization 
but was unsuccessful. The Court dismissed the 
charge of gross negligence and found that “of 
willful malfeasance—a conscious, deliberate 
breach of trust—there was certainly none.” 


Deeds and Wills 
“The protection afforded the trustee by 
an exculpatory clause in deeds and wills, 
where the relation is one of ordinary 
trust, has been considered in many cases 
in the American and English courts.” 
Excerpts from several American cases 


follow: 3 
—the trustee of an unincorporated association 
existing under a declaration of trust—a so- 
called Massachusetts trust—was to be liable 
only “for the result of his own gross negli- 
gence or bad faith.” The trustee, without au- 
thority in the declaration of trust, erected 
buildings on lands in which the trust had no 
interest. The trustee was held not to be ex- 
onerated from liability. 

—the trustees of an association were held li- 
able in spite of a broad exculpatory clause. 
They were held liable for failure to bring their 
business sagacity to bear upon their duties 
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and withdraw a deposit in advance of the fail- 
ure of the depositary, which they would have 
known was unreliable, if they had actively at- 
tended to their duties. There was no evidence 
that the trustees were guilty of willful, cor- 
rupt misconduct. But the terms of the agree- 
ment were violated in lending the money on 
deposit instead of investing it. ‘ 

—the trustees were the grantors and volun- 
tarily created a trust for the benefit of a bank- 
rupt neighbor and his wife. The trust deed 
contained an exculpatory clause which pro- 
vided that the trustees should not be respon- 
sible for “the insufficiency or deficiency in the 
title or value of any security * * * nor for any 
other misfortune, loss or damage which might 
happen * * * except * * * through their own 
willful default.” The trustees lent trust funds 
on a second mortgage and the principal was 
lost. Upon the suit of the widow, the trustees 
were held liable, since it was a breach of trust 
to lend the money on a second mortgage. 


There follows a review of English cases 
dating back to 1811. 


“It would seem that the ratio decidendi 
of the case is that the exculpatory clause 
in express terms shielded the trustees 
from any liability for the very act of 
which complaint was made.” 

“There are two classes of cases in 
which exculpatory clauses have been con- 
sidered: 
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(a) Where the trustee has been charged 
with an act which is per se a breach of 
trust; that is, where he has committed an 
act involving the trust estate in loss 
which is not authorized by the terms of 
the instrument defining his powers. In 
such cases the courts have held that, as a 
matter of law, he is guilty of willful mis- 
conduct and that an exculpatory clause 
will not protect the trustee from the con- 
sequences of his act. As soon as the trus- 
tee goes beyond the terms of his authority 
he is guilty of willful misconduct in‘ con- 
templation of law. 

(b) The second class of cases is that 
involving claims based on acts which are 
not in and of themselves a breach of 
trust, but the assertion of a breach is 
predicated on the manner or time of the 
exercise of 1 discretionary power granted 
to the trusiee. In this class the courts 
have uniformly held the exculpatory 


clause is a protection.” * * * 

“In the second class of cases it has been 
sought to charge the trustee for what 
might be termed an abuse of the discre- 
tion vested in the trustee. As previously 
stated, the exculpatory clause is generally 


a protection to the trustee. However, in 
wills or ordinary trust instruments, an 
exculpatory clause has never exempted a 
trustee from liability for an act involv- 
ing (a) negligence consciously commit- 
ted; (b) gross negligence; or (c) conduct 
unauthorized by law or the trust instru- 
ment. The cases arising under the last 
group may be further subdivided into 
cases of: (i) Inaction or failure to se- 
cure the trust fund; (ii) Action outside 
the provisions of the trust instrument; 
(iii) Action outside of the rules imposed 
by the court of equity upon trustees; or 
(iv) Postponement of performance of a 
duty beyond a reasonable time. 

“As a general rule, when the powers of 
the trustee are discretionary, equity will 
not intervene unless the trustee acts in 
bad faith, or in abuse of his powers. Any 
abuse of discretion upon the part of a 
trustee is clearly a matter for correction 
in a court of equity. No matter how 
broad the discretion which may be be- 
stowed upon the trustee, he is not relieved 
from “obedience to the great principles of 
equity which are the life of every trust.” 
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Miscellaneous Bilateral Agreements 


The general law as to limiting tort li- 
ability by contract is not settled. The 
employer may not validly provide in the 
contract of employment against liability 
for negligently injuring his employee. 
While an ordinary bailee may limit his 
liability for negligence, the peculiar du- 
ties which a common carrier owes to the 
public prevent it from validly contract- 
ing to limit its liability for negligence. 
Likewise individuals and corporations 
engaged in a quasi public business can- 
not protect themselves by contract against 
liability for willful misconduct or gross 
negligence. However, a public service 
company may, in respect to a subordinate 
part of its business, exempt itself from 
liability for damages by contractual lim- 
itations that are reasonable. Thus, a tel- 
ephone company may contract against li- 
ability arising from errors or omissions 
in its directory of subscribers to its serv- 
ive. An exculpatory clause in a lease 
which provided that the landlord was to 
be exempt from liability either for his 
own negligence or the negligence of his 
agents does not contravene public policy. 
And a bank may protect itself against in- 
advertency or oversight in paying checks 
against which a stop-payment order has 
been issued. Finally, a commercial agency 
may limit its liability for loss caused by 
neglect in communicating information, 
except for gross mistakes and negligence. 


“In addition to the cases already dis- 
cussed defining willful default and gross 
negligence, there are several additional 
cases defining the terms. 


“While some courts have stated that a 
clause in an assignment for the benefit 
of creditors that the trustee shall be ex- 
onerated except for gross neglect and 
willful misfeasance renders the deed void 
as against creditors, other courts have 
held that since such language merely ex- 
presses the legal liability of the assignee, 
it does not invalidate the deed. Neverthe- 
less the creditors coming in under such 
an assignment and claiming the benefit 
of its provisions are bound by the stipu- 
lation upon which the trustee accepted 
the trust. * * *” 


In conclusion Mr. Payne says: 
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“There are certain cases that are effec- 
tually provided for by an exculpatory 
clause. Nevertheless, there may exist oth- 
ers to which that immunity, however ex- 
tensive, will not apply. Running through 
all the reported cases is a broad and in- 
herent distinction, necessarily existing in 
all cases, between, on the one hand, errors 
of judgment, or casual negligence in small 
matters by employees, selected with due 
care, in the administration and manage- 
ment of the trust—that is, in acts per- 
formed by the trustee which are within 
the scope of its powers; and, on the other 
hand, acts inconsistent with the trust, or 
which amount to gross negligence or will- 
ful disregard of the direct duties of the 
trustee. It is essential to ascertain and 
determine whether the act complained of 
was an act within the powers of the trus- 
tee, as distinguished from acts without 
or beyond the scope of such powers. 

“There is some divergence of opinion re- 
specting the various obligations of a trus- 
tee to the bondholders as to the affirma- 
tive duty to preserve the security. There 
is little doubt that a trustee is under the 
negative duty of refraining from impair- 
ing or destroying the security, the reten- 
tion of which constitutes the primary and 
fundamental object of the trust indenture 
for the benefit of the bondholders. 

“Tt would seem that the courts eschew 
direct application of the exculpatory 
clause, whenever possible, by holding 
either (a) that there was no breach of 
duty or negligence, or (b) that the trus- 
tee was guilty of gross negligence or will- 
ful default and not protected by the pro- 
vision. However, the courts are careful 
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not to deny that some weight may be at- 
tributed to the exculpatory clause. It is 
a mistake to assume that the exculpatory 
clause is discretionary and is little more 
than what a court of equity would have 
done without any such direction.” 

There are one hundred eighteen foot- 
notes giving citations and references. 


Registered Bonds and Negotiability 


Harvard Law Review, March 1934, pages 
741-775.—Roscoe T. Steffen, Professor of 
Law in Yale Law School; and Henry E. 
Russell, member of the New York Bar. 


Editor’s Note: The Securities Act of 1933 
deals with both registered and unregistered 
bonds, in common with other types of corporate 
securities, but excludes government securities. 
Registration, as provided for under that Act, 
was designed to give some measure of control 
over the issuance of securities. As treated by the 
authors in this article, registration relates to the 
machinery set up by the issuing company, ordi- 
narily without the aid of legislation, to govern 
the transfer of its securities. 

“The registered bond has received very 
little attention from either lawyer or leg- 
islator. It has so long been a gilt-edged 
member of the financial community— 
though a bit old-fashioned in its ‘non- 
negotiability, and living in somewhat 
straitened circumstances today—that it 
has quite generally been taken for grant- 
ed as a known quantity, something not 
subject to change. Many members of the 
unregistered bond family, on the other 
hand, have, in a series of decisions and 
with the aid of some legislation, been ac- 
corded full negotiability. So, too, share 
certificates, though issued in the name of 
a specified holder, as are registered 
bonds, and though also not containing 
the words ‘order’ or ‘bearer, have been 
given many attributes of negotiability, if 
one may conceive of negotiability as some- 
thing having a definite number of charac- 
teristics. But the registered bond, some- 
how, has been passed by. 

“To the man in the street, this ‘non- 
negotiability’ of the registered bond is 
one of its attractive features. And, in a 
day when defalcation and robbery are 
much too frequent, anything which serves 
to safeguard an investor’s rights, as non- 
negotiability is thought to do, is by no 
means a minor consideration. Yet, al- 
though most modern bond issues provide 
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for registration, it is unusual for more 
than a small part of any issue to be reg- 
istered. Just why this is true is not clear, 
but no doubt it is partly because of the 
immediate fractional price discount oc- 
curring upon registration. In England, 
on the other hand, the general practice is 
to register bonds and debentures, a prac- 
tice which may in part be accounted for 
by the larger tax upon bearer issues. Or, 
again, it may be due to a difference of 
habit and temperament, or the existence 
there of a larger long term investment 
market. Whether the difference has great- 
er significance is a matter for considera- 
tion. 

“What the man in the street under- 
stands by the term ‘non-negotiable’ as ap- 
plied to bonds, or at times, for that mat- 
ter, what the courts mean, is not clear. 
Certain it is, however, that blank as- 
signed registered bonds are bought and 
sold freely in the financial markets, the 
instrument, where blank assigned, pass- 
ing from hand to hand. In this respect 
registered bonds are treated much as are 
share certificates, though whether justi- 
fiably so, in view of the difference in legal 
situation, is questionable. Further, also 
as in the case of share certificates, it is 
not usual upon each sale or pledge to 
have the transfer registered on the books 
of the issuing company or of its transfer 
agent. Of course, if the purchaser’s 
rights in and to the security are as well 
assured without transfer as with it, there 
is little point in going to the additional 
bother and expense of procuring a book 
transfer except just before interest pay- 
ments are due. This again, however, is a 
point to be considered more fully. 

“It would be plausible, though some- 
what premature, to conclude at this point 
that the registered bond, though not ne- 
gotiable in the hands of the registered 
holder, becomes negotiable when indorsed 
or assigned. That it becomes transfer- 
able is clear, but transferability is only 
one characteristic of a negotiable instru- 
ment. Indeed, with the adoption of the 
real property in interest statutes, it has 
become a characteristic common to most 
choses in action, whether negotiable or 
not. In fact, though transferability was 
early an attribute of the negotiable in- 
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strument, it does not appear to have been 
a feature of the first bills of exchange. 
And, of course, under the Uniform Nego- 
tiable Instruments Law today it is quite 
clear that a money instrument to be ne- 
gotiable must satisfy certain fairly arbi- 
trary points of form—transferability fol- 
lowing merely as one of several incidents. 

“In most respects the terms of a regis- 
tered bond are identical with those of an 
unregistered one, so that the problem has 
to do primarily with the registration pro- 
vision and its effect. There are several 
types. In the fully registered bond, is- 
sued without interest coupons, principal 
apparently may be and interest generally 
is paid to the registered holder by check. 
Then there is the coupon or bearer bond 
issued with registration privilege, which 
may be converted into a registered bond 
upon presentation, the unmatured cou- 
pons being clipped and the name of the 
registered holder being noted both in the 
Space provided on the back of the bond 
and on the maker’s books. This is per- 
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haps the most common form. After reg- — 
istration it may be transferred on the 
books of the company as a fully regis- 
tered bond, though it may generally be 
again exchanged for a coupon bond upon 


_indorsement and surrender. Lastly, and 


also quite common, there is the register- 
able coupon bond, the principal of which 
in case of registration is made payable 
to the person registered as owner, the in- 
terest, however, continuing to be payable 
only to the bearer of the coupons, which 
are not clipped when the registration is 
perfected. 

“The technical difficulty is that, wheth- 
er registered as to principal or as to both 
principal and interest, the obligation of 
the issuing company runs only to the reg- 
istered holder, without addition of ‘or 
order’ or words to similar effect. The 
wording in the convertible form of bond 
appears in the first paragraph, wherein 
the maker promises to pay the specified 
sum ‘to bearer, or if this bond be regis- 
tered, then to the registered holder here- 
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of” Under the Negotiable Instruments 
Law the omission is fatal to negotiabil- 
ity, though, of course, before registration 
the bond may be as fully negotiable as 
one payable to bearer. Moreover, it can 
be reasoned that since the use of words 
of negotiability has been well known for 
many generations it should be expected 
that the phrase ‘registered holder or 
order’ would be used if full negotiability 
were actually intended. But the argu- 
ment is not as conclusive as it sounds, 
for it ignores the problem of drafting 
the provision to provide for negotiability 
and yet to allow the issuing company to 
recognize only the registered holder in 
making payments of principal or interest. 
Registered holder ‘or order’ might be am- 
biguous. Yet surely an obstacle of this 
sort could not long have stood in the way, 
if there was a real need for order paper. 

“Still, it would be unsafe to conclude, 
even at this point, that the registered 
bond is wholly non-negotiable. Indeed, in 
the opinion of at least one writer the con- 
trary is true, with the qualification that 
negotiation takes place at the time of 
transfer upon the issuing company’s 
books. This is obviously quite a different 
thing from the general negotiation of or- 
der paper by indorsement and delivery in 
the market place.” * * * 

“One who seeks to go farther, however, 
and have the courts grant registered 
bonds full negotiability apart from stat- 
ute, has a hard cause. * * * Too many 
courts have given at least lip service to 
the dictum that the registered bond is not 
negotiable, the current doctrine has be- 
come too definitely set, to afford much 
hope of its recognition as a new instru- 
ment at this time—particularly since in 
all but the registration privilege it is now 
controlled by the act.” [Negotiable In- 
struments Law. ] 

The authors make an exhaustive sur- 
vey of the English cases and carefully 
study the reasons for resorting to regis- 
tration in the beginning, insofar as they 
are ascertainable, citing the cases. They 
next consider the American cases. 

“This brief survey, it is believed, prac- 
tically exhausts the important cases deal- 
ing with registered bonds. Only a few is- 
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sues have been extensively litigated. The 
question is, can the results reached by 
the courts in even these few cases be 
threaded into the bills and notes concept 
of negotiability? The answer is, no. The 
maker may by contract cut off his de- 
fenses; he may, moreover, stipulate that 
payment to the certificate holder will dis- 
charge the obligation; the doctrine of 
estoppel or of apparent authority may, 
in many cases, be used to aid the pur- 
chaser as against claims of ownership on 
the part of prior holders—but these re- 
sults fall short of what should follow 
were the registered bond to be included 
in the sacred company of the fully nego- 
tiable money instruments. Particularly 
is this apparent where a registered bond, 
though accompanied by blank assignment 
and otherwise in order for transfer, has 
been sold by a thief or finder. To date 
no cases have gone so far as to protect 
the bona fide purchaser in such a situa- 
tion, or indeed, the transfer agent, if 
transfer or exchange is made at the re- 
quest of the thief. Failing in this respect, 
to mention no others, the category must, 
apparently, be closed to the registered 
bond. Moreover, the courts are left with- 
out any common-law device whereby to 
carry the case for full negotiability on 
to a conclusion. 

“The discussion having thus outrun au- 
thority, what has been disclosed concern- 
ing the desirability of making registered 
bonds negotiable? Consider first the mat- 
ter of the maker’s defenses against bona 
fide purchasers. To a considerable ex- 
tent the companies are indifferent to this 
matter, for they issue bonds in the alter- 
native, to bearer or to the registered hold- 
er, and admittedly if purchased in bearer 
form by a holder in due course such de- 
fenses would not be available. The Eng- 
lish companies expressly stipulate, though 
somewhat guardedly, it must be con- 
fessed, against defenses of the sort on 
their part, and, though the practice has 
not gained a foothold here, it is doubtful 
that it would add much to the holder’s 
present position, at least in the case of 
the larger corporations. In other words, 
it would seem that the day when this is- 
sue could be raised with propriety has 
passed; the business organization has 
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come of age and can look out for itself 
far better than the purchaser of its secu- 
rities has shown that he is able to. More- 
over, with the increasing publicity being 
required under the Securities Act, it 
seems probable that the instances where 
a company could, as a matter of fact, 
have a defence of fraud or failure of con- 
sideration will be reduced in number, if 
not eliminated. While this applies par- 
ticularly to industrial issues, the case is 
substantially as strong with respect to 
municipal issues. On this score at least 
there is little reason against making the 
registered bond negotiable. 

“But when you turn to the payment 
question, that is, to the matter of what 
importance the issuing company must at- 
tach to the certificate, in making pay- 
ment, exchange or transfer, and what to 
its own records of the ownership, there is 
more doubt. Two cases are to be consid- 
ered, one where the registered owner asks 
payment, the certificate being unaccount- 
ed for, and the other where someone other 
than the registered holder, possibly a 
thief or finder, presents the certificate as- 
signed in blank payment or transfer. 
Brushing aside, as just suggested, the 
matter of company defenses as a reason 
for refusing action, the company’s prin- 
cipal consideration is to see that what- 
ever action it takes is fully sanctioned— 
if it pays the principal in full that it may 
have a discharge, if it transfers the bond 
that the transfer cannot be attacked. By 
stipulation, the company need only recog- 
nize the registered holder, or so it would 
appear, but ordinarily it has also agreed 
to make transfers at the order of the 
holder. This latter provision, though 
probably inserted originally as an assur- 
ance to the registered holder, has been 
taken to mean that the purchaser by as- 
signment can, as of right, insist upon 
transfer. As a consequence, even where 
transfer or exchange is demanded by the 
registered holder, if the instrument can- 
not be produced, it is general practice for 
transfer agents to insist upon indemnity. 
Were the instrument to be made fully ne- 
gotiable the practice would be no differ- 
ent, though a wider range of contingen- 
cies would be included in the indemnity. 
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“In the second case the serious risk to 
the transfer agent lies in the uncertainty 
concerning the holder’s position. Al- 
though the signature of the registered 
holder may have been duly executed, the 
certificate may none the less have been 
transferred without authority, * * * or, 
indeed, have been stolen from the regis- 
tered holder. Nor is it always possible, 
waiving for the moment the impractica- 
bility of so doing in the case of each 
transaction, to refer the matter back to 
the record holder for approval—too much 
time may have elapsed, the record holder 
may have died or left the community, or. 
though he assigned and sold the certifi- 
cate, his purchaser or some subsequent 
person difficult to find may have been the 
defrauded party. By making the instru- 
ment negotiable, assuming a properly ex- 
ecuted indorsement, the transfer agent 
could deal with the holder in far greater 
confidence than now. As a _ procedural 
matter, moreover, the holder’s case being 
on the same footing as that of any other 
holder of money paper, should be simpli- 
fied. The result would be a definite ad- 
vantage to the investor, likewise, in that 
it should be possible to save much time 
now required in passing ordinary trans- 
fers. 

“But what of the element of safety to 
the investor, the factor most often ad- 
vanced as the reason for registration. On 
the face of it this gain to the transfer 
agent, as to the bone fide purchaser, 
would seem necessarily to have come at 
the expense of the registered holder. But, 
at best, that would be so only in the cases 
of loss or theft of blank assigned paper, 
and, as a matter of cold business fact, 
there is little reason for affording protec- 
tion to the registered holder in such sit- 
uation; if he intends to hold the paper 
it should not be left blank assigned, 
if he intends to sell it, it can be as- 
signed specially. As to the purchaser 
of blank assigned paper, the case is as 
broad as it is long, he stands to gain by 
the elimination of risk upon purchase 
and if he sees fit to retain the paper in 
that condition he assumes as great a risk 
in so doing. But it must be noted that in 
his case also it is readily possible, by 
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completing the assignment to self or to a 
named person, again to obtain as com- 
plete protection against loss or theft as 
if the paper had been fully registered in 
his name in the first place. Particularly 
is this true, if, as suggested above, the 
issuing company should not be permitted 
to make payment, transfer, or exchange, 
except at its peril, unless the certificate 
presented is duly indorsed or assigned. 

“It is fair to point out also that the 
present practice, though affording a high 
degree of protection in theory, actually 
functions very badly, and will continue 
to function badly so long as the great ma- 
jority of holders refuse to register their 
paper. The investor is advised on all 
sides to keep his security in bearer form, 
a comment on the cumbersomeness of the 
registration machinery, and, assuming a 
heavy risk, he does so. Why so simple a 
solution as that of treating the registered 
bond as payable to order and negotiable 
was not long ago adopted leaves one puz- 
zled and doubting the validity of the sug- 
gestion. But to account for the present 
situation, one sees rather plainly that 
the issuing companies, in doubt as to the 
status of their paper, whether negotiable 
or not, have sought first fully to protect 
themselves at all costs, and only inci- 
dentally to consider the social implica- 
tions of their practice. So far as the large 
investors are concerned—and they are the 
only ones who use the registration privi- 
lege to any considerable extent—the pres- 
ent system has been reasonably satisfac- 
tory, for, with closely guarded channels 
of distribution, the risk to the purchaser 
of registered paper pending book trans- 
fer is greatly reduced. The pressure on 
the part of investors generally for a ne- 
gotiable security coupled with reasonable 
protection to the holder, which in the case 
of shares resulted in the Stock Transfer 
Act, appears never to have become out- 
spoken in the case of bonds. On the one 
hand, to afford security, is the registered 
instrument and on the other, to meet the 
desire for negotiability, is the bearer 
bond. But whatever the explanation, at 
least it can be said that the present sys- 
tem in practice is far from being either 
the safest or the most convenient to in- 
vestors generally.” 
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“* * * With respect to interest pay- 
ments, where the bond is registered as to 
interest, the record title should no doubt 
control. The chief question, therefore, 
concerns the registration of principal, 
and here, as suggested earlier, it would 
seem that no transfer, exchange, or pay- 
ment should be made upon the record ti- 
tle only, thus recognizing the dealing in 
the market with the certificate as having 
become of controlling significance. In- 
deed, this result has already been reached 
by the Michigan court in a recent deci- 
sion involving share certificates, and no 
reason is apparent why one should be 
more solicitous of the registered holder 
—or of the issuing company—in the case 
of bonds. 


“Although registration, as thus quali- 
fied, is but a shadow of its former self, 
the net result of so limiting it should be 
the gradual elimination of the bond is- 
sued to bearer. Whether the time-hal- 
lowed and delightful custom of coupon 
clipping would go too is perhaps a ques- 
tion, but the protection afforded by the 
registered instrument, when coupled with 
the convenience of the negotiable order 
instrument, should force its general adop- 
tion. Moreover, registration, as so condi- 
tioned, would itself be a strong point in 
favor of widespread use of the registered 
instrument, if for no other reason than 
that notices might be brought quickly to 
the attention of the security-holder, a 
matter of considerable moment to the 
small investor. But the principal -advan- 
tage would lie in the availability of effi- 
cient machinery, whereby transfer or ex- 
change could be had at any time, in a 
sense aS a clearance of prior transac- 
tions. This should prove an extremely 
important safeguard, if not a necessity, 
in view of the long time that bonds are 
customarily outstanding.” 


Some two years ago Messrs. Steffen and 
Russell recommended to the committee of 
the Conference of Commissioners on Uni- 
form State Laws engaged in drafting 
amendments to the Negotiable Instru- 
ments Law that it consider bringing the 
registered bond within the purview of 
that act, as bonds generally are now con- 
ceded to be. Their recommendations 
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would have required only three changes. 
At the Grand Rapids meeting of the Con- 
ference in August, 1933 considerable op- 
position developed regarding the whole 
project of amending the Negotiable In- 
struments Law and the program of 
amendments was referred back to the 
committee with the suggestion that it 
consider whether its amendments, or cer- 
tain of them at least, could not be incor- 
porated into a supplementary bill. In 
this posture of affairs, the amendments 
heretofore suggested, whether technically 
adequate or not, should perhaps not be 
urged again. At the same time a short 
bill dealing exclusively with bonds, both 
registered and unregistered, and with de- 
bentures, equipment trust certificates, 
and similar investment paper payable 
in money, would seem well within the 
purposes of the Conference, for indeed 
several of the committee’s proposed 
amendments were designed to make the 
act more hospitable to such instruments. 
Such a bill could have place in the act 
much as the separate chapters relating 
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to Bills of Exchange and to Promissory 
Notes and Checks are now included with- 
in it. 

“No doubt there will be question in 
some quarters as to the desirability of 
tying investment paper even so closely to 
the Negotiable Instruments Law. A care- 
ful canvass of the situation, however, in- 
dicates that a great many of the rules 
worked out in that act are fully as ap- 
plicable to bonds as to notes and bills; in 
fact, many of them are already more or 
less taken for granted by the commercial 
community. But it is equally clear that 
the matter of book transfer, that is, regis- 
tration and its effect, is foreign to the act. 
In this respect the registered money in- 
strument has much in common with the 
share certificate; indeed, most of the 
problems concerning share transfers ap- 
ply equally to bond transfers and are gen- 
erally so regarded. But it requires only 
a casual reading of the Uniform Stock 
Transfer Act to show that that act would 
not lend itself readily to a group of 
amendments designed to make it include 
registered money instruments. The sim- 
plest, and, it is believed, the most desir- 
able course is that suggested, to bring all 
such instruments within the Negotiable 
Instruments Law by a separate act, mak- 
ing only such special rules as are neces- 
sary in view of the peculiarities of in- 
vestment paper.” * * * 

“Tt seems not only equally feasible but 
equally desirable to regard the present 
registered bond as an instrument issued 
to order and negotiable. 

“That such a result will come in time, 
by one means or another, is scarcely open 


to question, if one takes a long view of 
the development of money paper gener- 
ally. A century ago there was outspoken 
opposition to the limited liability com- 
pany, but today, not only are its shares 
freed of the claims of company creditors, 
which is limited liability, but defenses 
between the company and the share-hold- 
er and equities of ownership between 
holders, as well, are cut away, which, 
broadly speaking, is negotiability. The 
two, limited liability and negotiability, 
thus closely related, are prime legal con- 
tributions to a laissez-faire economy. 
They have assisted, perhaps more than is 
fully appreciated, in bringing almost the 
entire wealth of the nation to the market 
place. Possibly the time has come to call 
a halt, while the full social implications 
of this movement may be explored and 
new objectives determined upon. Some- 
thing of a case can be made against ne- 
gotiability. Even so, the action here 
urged need not be delayed; giving negoti- 
ability to the registered bond merely 
serves to correct one of the few remain- 
ing minor salients upon the line, a ma- 
neuvre useful in any case to consolidate 
the present position.” 

One hundred two explanatory foot- 
notes, references and citations are given. 


NEW SAFEGUARDS FOR INVESTORS 

As a further protection to investors in 
state and municipal bonds a movement 
for more specific and uniform informa- 
tion in legal opinions on such bonds is be- 
ing fostered by the Municipal Securities 
Committee of the Investment Bankers As- 
sociation of America. 





UNIFORM PRINCIPAL AND INCOME. ACT 


TRUST executive, under date of 
A March 23d, directed attention to a 

statement appearing on page 223 
of the February issue of Trust COMPANIES 
Magazine as follows: “Though not yet 
adopted by any State, a Uniform Princi- 
pal and Income Act was drafted in 1931 
covering both premiums and discounts.” 
This appeared as part of an excerpt from 
an article published in the University of 
Pennsylvania Law Review. 

Our correspondent stated that the Uni- 
form Principal and Income Act was 
adopted in Oregon in the 1931 session of 
the legislature. 

This statement was brought to the at- 
tention of Harry E. Sprogell, editor-in- 
chief of the University of Pennsylvania 
Law Review who, upon inquiry, learned 
that the statement was based in part 
upon information obtained in the Hand- 
book of the National Conference of Com- 
missioners on Uniform State Laws. John 
A. Voorhees, secretary of the National 
Conference, wrote to Mr. Sprogell under 
date of April 12 as follows: 

“ * * * Oregon did not adopt the Uni- 
form Principal and Income Act as it was 
put in final form and approved and 
adopted by the National Conference at its 
annual meeting in September, 1931. The 
Legislature of Oregon at its regular ses- 
sion in 1931, and some months therefore 
prior to the time that the Uniform Prin- 
cipal and Income Act was adopted by the 
National Conference, enacted a Principal 
and Income Act. The Act which was so 
adopted in Oregon, as I later discovered 
by careful checking and comparison of it 
with the Uniform Principal and Income 
Act as adopted by the Conference in Sep- 
tember of that year, was a combination 
of the tentative drafts of a proposed Uni- 
form Principal and Income Act which 
were submitted to the National Confer- 
ence and considered by it in 1929 and in 
1930, the former having been the third 
tentative draft and the latter the fourth 
tentative draft. The Oregon Act, as a 


matter of fact, is very largely the fourth 
tentative draft which was submitted to 
the Conference in 1930. However, as you 
will note if you carefully check the Ore- 
gon Act against the Uniform Act as final- 
ly adopted by the National Conference 
in 1931, the Oregon Act varies in quite a 
number of respects from the Uniform Act 
as adopted by the Conference. The vari- 
ances, it is true, are very largely in form 
and phraseology, but they are so numer- 
ous that, while perhaps the substance of 
the two Acts may be said to be largely 
identical, the Oregon Act can hardly be 
said to be the Uniform Act. 

“As you will note from the appendix in 
each of the Handbooks of the Conference, 
a star (*) is used to indicate that the 
particular Act has been adopted substan- 
tially or with modifications. In view of 
the more or less common understanding 
among persons interested in the Uniform 
Principal and Income Act, I have con- 
cluded that I will recommend that in the 
1934 Handbook of the Conference it be 
shown in the appendix that the Uniform 
Principal and Income Act has_ been 
adopted in Oregon with a star.” 


SHARP INCREASE IN ANNUITIES 


Annuity premiums collected by the 
larger life insurance companies showed 
a large increase during 1933, according 
to figures made public by the Life In- 
surance Sales Research Bureau, Hart- 
ford, Conn. 

Total premium income from annuities 
received during the last four years by 
twenty-eight companies having 75 per 
cent of ordinary life insurance now in 
force, was reported as follows: 

Pere 

156,511,000 
WE ebidwkn Cisse eekad 125,401,000 
Se ove esacekiiines 214,909,000 

“Tt is fair to say,” the Bureau stated, 
“that the popularity of annuities in this 
country is one of the by-products of the 
depression.” 
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Crowley Points to Defects in Deposit Insurance Law— 
Outlines FDIC Major Objectives and Plans for Future 


EFECTS in the law under which 
D the Federal Deposit Insurance 

Corporation is now operating were 
discussed by Leo T. Crowley, chairman 
of that Corporation, before the executive 
council of the American Bankers Asso- 
ciation, April 18, at their annual spring 
meeting at Hot Springs, Ark. 

“As the law concerning both the tem- 
porary and the permanent funds now ex- 
ists,” Mr. Crowley said, “the Federal De- 
posit Insurance Corporation is sorely 
lacking in the power of supervision of 
the banks which are insured. At the pres- 
ent time the Federal Deposit Insurance 
Corporation is obliged to insure all banks 
provided they can show sufficient assets 
to meet deposit liability. In other words, 
the law describes solvency only and says 
nothing about capital, management or 
any of the other important factors deter- 
mining the degree of risk involved. The 
Corporation, then, is obliged to insure all 
solvent banks and at the same time is 
given no power of supervision which it 
may exercise over such banks in order to 
minimize the risk factor. * * * 

“At the present time the Federal De- 
posit Insurance Corporation has no way 
of controlling the chartering of new 
banks. Such new banks once chartered 
may easily become members of the In- 
surance Fund whether or not they are 
sound economic units and whether or not 
they will be able to continue operations 
over a considerable period of time. This 
obviously is a faulty condition. 

“And again, the Federal Deposit Insur- 
ance Corporation is obliged to insure a 
solvent reorganized bank without having 
any voice as to the soundness of the re- 
organization. New branches may be ad- 
mitted to the Fund without even being 
examined by the Federal Deposit Insur- 
ance Corporation. Spreading the risk in 
such fashion is a mistake and works 
hardship to the remaining members of 
the Insurance Fund. In the interest of 


protecting the Corporation’s future stock- 
holders such matters as these should be 
changed. 

“As the law now reads, the Corporation 
upon assuming control of an insolvent 
bank is obliged to organize a new nation- 
al bank. Such new national bank is to 
be operated by the Corporation until such 
time as sufficient capital can be raised 
locally to sell the institution to such in- 
terests. Such a scheme embraces two fal- 
lacies. In the first place, a provision 
should be made in the law allowing the 
F. D. I. C. the right to sell the assets in 
an insolvent institution to another neigh- 
boring institution in order that the credit 
of the Corporation may be released. In 
the second place, where the insolvent in- 
stitution is not warranted it should be 
wholly eliminated from the picture. There 
is no purpose in perpetuating those in- 
stitutions which experience has shown 
are not warranted from the point of view 
of service to the community.” 

Mr. Crowley expressed the hope that 
the operation of the temporary insurance 
fund would be extended for one year and 
cited numerous reasons for his attitude. 


Major Objectives and Plans for Future 


In outlining the major objectives of the 
Corporation and its plans for the future, 
he said in part: 

“Our first concern has been with the 
capital structure of the various banks 
which are members of the Temporary 
Fund. We have analyzed state banks oth- 
er than member banks which are mem- 
bers of the Temporary Insurance Fund 
and we understand that the Comptroller 
of the Currency and the Federal Reserve 
Board are doing likewise for the national 
and state member banks with a particular 
view to determining the deficiency, if any, 
in the capital structure of such banks. 
These analyses have been made compar- 
ing the ratio of the net sound capital in 
the subject banks to the total deposit 
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liabilities. If the ratio of such capital 
to deposit liability is 10 per cent or bet- 
ter we consider the bank a No. 1 bank, 
believing that 10 per cent is a healthy 
ratio and that under such conditions 
there exists an ample cushion not only 
for the risk of the Corporation but for 
the interest of the depositors and stock- 
holders as well. If, on.the other hand, 
the ratio falls below this figure, we have 
classified the banks into three other rat- 
ing groups. It is these three groups of 
banks which are engaging our particular 
attention because of the fact that the net 
sound capital in such banks is below 
what we consider a healthy ratio to the 
deposit liability of the bank. We have 
been and are making, therefore, an ef- 
fort to repair this situation. We have 
urged banks in such condition to obtain 
either local contribution to capital or to 
make application for R. F. C. money for 
capital purposes. You will readily under- 
stand the importance of having an ade- 
quate capital cushion for the risk which 
the Federal Deposit Insurance Corpora- 


tion is taking in the banks which become 
members of the Temporary Fund. It is 
not only for this reason, however, that we 
are making an effort to build up the cap- 
ital structure of banks throughout the 
country. It is for the best interests of all 
customers of banks as well as the owners 
for their banks to have a strong capital 
position. It is to the best interest of all 
concerned that every effort be made to 
place the capital of banks in such a po- 
sition that a healthy ratio of capital to 
deposits exists. * * * 

“Another important field in which 
much constructive work can be done em- 
braces particularly the management of 
banks which in many cases is reflected by 
the earning capacity of an institution. 
The past decade has very forcibly devel- 
oped the fact that many banks, because of 
lack of efficient management and because 
of the lack of proper earning capacity, 
are uneconomic units, the existence of 
which is not warranted. Your association 
has done much to educate bank executives 
in small communities. It is doubtless true 
that such education has had a marked 
effect in increasing the efficiency of opera- 
tion of many small institutions. How- 
ever, we are still faced with the fact that 
a great number of the banks now operat- 
ing are of such size that the available 
business does not afford the employment 
of a competent management. It is such 
units to which we must devote our par- 
ticular attention in an effort to place 
them on a sound business basis. The 
quality of management is a factor which 
can be directly affected by the activities 
of the American Bankers’ Association, 
and it is urged that you continue with 
renewed vigor the good work which has 
been carried forward so ably under your 
leadership. 

“The service which the various state 
banking associations in connection -with 
the American Bankers’ Association have 
offered the banking community of the 
whole country is one of great value. May 
I point out the opportunity which is af.- 
forded your organization, as well as the 
many bankers of this country, through 
the examinations which the various fed- 
eral agencies are making available to 
bank directors and officers? A report of 
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a bank examination is an instrument by 
which the management may learn a great 
deal. Such examinations afford the op- 
portunity for a periodic perspective of 
the operations of a bank which may not 
be apparent to those who are working 
with an individual bank’s problems day 
in and day out. The proper use of such 
examinations in enabling the manage- 
ment to increase its efficiency has not as 
yet been clearly pointed out to bank ex- 
ecutives. To my mind your efforts in this 
regard will augment very materially the 
constructive results in increasing the ef- 
ficiency of management. 


Unnecessary Banks 

“During the past decade we have wit- 
nessed the failure of over 10,000 banks. 
The existence of many of these banks was 
not justified from the point of view of 
potential earnings. To my mind an effort 
should be made to discourage the re- 
chartering of this large number of banks, 
which re-chartering is, unfortunately, go- 
ing on apace at the very moment. Look- 
ing at this particular phase of the situ- 
ation from every angle; from the point 
of view of depositors, as well as from 
that of the executives and owners of ex- 
isting banks, it seems obvious that the 
re-establishment of uneconomic banks is 
a procedure which should, under no con- 
ditions, be encouraged. Your efforts to 
discourage the re-entrance in the banking 
field of many of the units which have 
failed, in my estimation will be a con- 
structive activity. 

“We are glad to report that progress 
has been made toward the unification of 
the banking examination report form. 
After several months of work the chief 
examiners of the F. D. I. C., the Office of 
the Comptroller of the Currency, and the 
Federal Reserve System have developed 


a unified form of bank examination re- 


port which is to be used in the very near 
future by all examinations made by the 
respective examining divisions. This, you 
will readily recognize, is a definite step in 
the right direction, and is not only a defi- 
nite contribution, but an encouraging one 
as well. 

“We are attempting to gain the cooper- 
ation of state examining authorities, and 
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in many states at the present time we 
and the state bank supervising authori- 
ties are making joint examinations. We 
realize that many examinations of an in- 
dividual bank by different supervising 
groups is costly. Not only is there the di- 
rect cost of the examination to be con- 
sidered but there is as well the expense 
of delayed business and the wear and 
tear on the nerves of the executives and 
the personnel of the subject bank which 
increases the ultimate expense of such 
activity. We believe that the frequency 
and multiplicity of examinations may and 
should be curtailed. The number of visits. 
to banks of those unpopular persons. 
known as bank examiners must be re- 
duced. We invite your cooperation in 
this effort. * * * 

“It is important that we do not lose 
sight of the need for unification of the 
banking system. It is quite possible that 
because the vast majority of all the banks. 
in the country are insured at the present 
time, the issue of unification of the bank- 
ing system will be sidestepped. I need’ 
not dwell at this time upon the weak- 
nesses which are inherent in the banking 
structure as it exists owing to the fact 
that banks are authorized by and operat- 
ing under forty-nine different supervising 
authorities. While I for one do not advo- 
cate the immediate establishment of one 
supervising authority under which all 
banks are to operate, believing that such 
a system has weaknesses in that it places 
too much power in the hands of one in- 
dividual, I do on the contrary urge for 
your further consideration the necessity 
of a greater unification than exists at 
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the present time. The weaknesses which 
the present system of widely diversified 
bank supervision embrace are many. 
“Many of the supervising authorities at 
the present time are so near the scene of 
action, they cannot be wholly unaffected 
by political influences. Local supervising 
authorities are often unable to exercise 
the degree of control which is essential 
for the efficient conduct of the banks un- 
der such jurisdiction. Local supervising 
authorities often are not able to present 
the directors of a bank with an adequate- 
ly strict and yet fair examination report. 
On the contrary, it has been the policy of 
the F. D. I. C. to make unprejudiced ex- 
aminations. The primary purpose of such 
examinations is to present fairly the con- 
ditions which actually exist in the local 
institutions. Our examiners have done 
this believing that it will be for the ut- 
most benefit of all concerned. Directors 
and executives should be accurately: in- 
formed so that they may face the condi- 
tions and take those steps which will 
bring about a fundamental improvement.” 


James Would Give Federal 


Reserve Board More Power 
University of Pennsylvania professor, in ad- 
dress before Bank Auditors and Comp- 
trollers, recommends permanent changes 
in banking laws to strengthen Federal 
Reserve System 


EQUIREMENT that all commer- 
R cial banks be members of the Fed- 

eral Reserve System, a substantial 
increase in the minimum capital required 
to start a bank, and a strengthening of 
the position of the Federal Reserve Board 
were among the recommendations made 
by F. Cyril James of the University of 
Pennsylvania, in an address April 21 be- 
fore the Regional Conference of Bank Au- 
ditors and Comptrollers, at Philadelphia. 
Professor James said in part: 

“The field of central banking, about 
which a great deal of discussion is heard 
in America nowadays, is one to which stu- 
dents have given considerable attention 
since the war. From those studies, in va- 
rious countries, certain basic principals 
emerge. 

“In the first place it is generally agreed 
that the central bank should be independ- 
ent of the Treasury. Without doubt the 
national government is vitally interested 
in central banking policy, and it is not to 
be expected that the formulation of that 
policy will usually be left in the hands of 
a completely independent institution, as 
is the case in England. Governmental 
participation, however, should be confined 
to the appointment on a non-political 
basis of some or all of the governing offi- 
cials of the institution. Such a method 
has been followed in France and Ger- 
many, and it is practiced in this country 
in regard to the appointment of the mem- 
bers of the Federal Reserve Board. These 
appointments should be for long enough 
terms to remove the appointees from the 
need for currying political favor in any 
particular Administration, and should 
place them far above the problems of 
government financing that must neces- 
sarily absorb most of the attention of the 
Treasury. To ignore this basic principle 











is to run the risk of confusing credit pol- 
icy with governmental fiscal needs, a con- 
fusion that has all teo often led to disas- 
ter in those cases where it has occurred. 


“In the second place, the central bank 
should be given powers adequate to en- 
able it to control the money market when 
such control is necessary for the execu- 
tion of its credit policies. It should be 
the sole fiscal agent for the government 
and should hold all the government bal- 
ances, since the variation in the aggre- 
gate amount of those balances, and the 
movement of the funds from one part of 
the country to another, are among the 
most important influences on the money 
market in normal times. It should have 
sole charge of the national gold reserve. 
It matters not whether that reserve is 
physically in the Treasury vaults, as it 
has been for many years in Washington, 
or in some other place, but it is of prime 
importance that the central bank should 
have complete control over the reserve in 
regard to both international movements 
of gold and domestic drains, since these 
are banking problems with the details of 
which the Treasury can never be in very 
close touch. Nor is this the only reason 
for central bank control of reserves. 
Those reserves represent the central fund 
contributed by the member banks, the 
fund upon which those banks will draw 
in time of need and by which they regu- 
late the volume of their loans and dis- 
counts. Unless this fund of member bank 
reserves is under the control of the cen- 
tral bank the enforcement of its credit 
will sometimes be very difficult. More- 
over, the central bank should have sole 
charge of currency issue. It should be the 
only issuer of paper money, and should 
have power to increase or decrease the 
amount of currency outstanding to any 
extent called for by economic circum- 
stances or by its credit policy. 

“Naturally, if it is to exercise powers 
so vitally important to the national well- 
being, the central banking authority must 
be composed of men of great ability and 
considerable courage. It calls for the 
ablest bankers in the country, men of 
long experience and considerable wisdom, 
who possess the courage to stand by opin- 
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ions when they have reached them. Such 
a requirement calls for little elaboration. 


“Although it is often contended that a 
central banking mechanism was created 
in the United States under the Federal 
Reserve Act twenty years ago, the experi- 
ence of the past two decades shows clear- 
ly that the ideals discussed above have 
not been attained. Even today less than 
half of the banks in the country are mem- 
bers of the System; currency is still is- 
sued by many different authorities; and 
most of the government balances are out- 
side the Reserve Banks. More serious 
than all of these, however, is the fact that 
the Federal Reserve Board has not in 
fact been composed of the ablest men in 
the country, while considerable antagon- 
ism has frequently developed between the 
teserve Banks and the Board. Almost 
as much reform is called for in the case 
of our central banking machinery as in 
the case of the commercial banking sys- 
tem itself, but that reform must be car- 
ried out along the lines already suggested 
if it is to be of permanent benefit to the 
United States. 

“Much was done in this direction by 
the Banking Act of 1934, but, at the same 
time, other legislation has gone far to 
weaken our whole central banking ma- 
chinery. By transferring all the gold to 
the Treasury, and giving that authority 
the right to decide the conditions under 
which gold may be exported, the power 
of the Reserve System over the interna- 
tional financial activities of the United 
States has been seriously weakened. By 
giving the Treasury power to operate in 
the domestic money market with its huge 
stabilization fund we have weakened the 
Reserve System domestically. By filling 
the portfolio of the Reserve System with 
government bonds, and opening the door 
for intermediate credit loans to industry, 
we are tending to destroy the liquidity 
that is essential to the efficient operation 
of a central bank. If it is the aim of the 
United States to develop a sound and effi- 
cient financial system these errors must 
be corrected promptly, and the nation 
must revert to the policy that underlies 
the sections of the Banking Act of 1933 
that concern the Federal Reserve System.” 
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SEARCHING analysis of inter- 
A sisionat problems and their bear- 

ing on American affairs was sum- 
marized by Walter Lichtenstein, vice- 
president of the First National Bank of 
Chicago, in an address delivered April 
10 at the annual meeting of the St. Paul 
Association of Commerce. 

“It may be that I have an exaggerated 
view of the effect of international rela- 
tionships on all countries including our 
own,” Mr. Lichtenstein admitted, “but I 
believe that the nature of the depression 
in which we find ourselves is due largely 
to conditions outside of our own boun- 
daries, and that we shall not be able to 
draw ourselves up by our own boot- 
straps, even though temporarily there 
may be an appearance of recovery. I do 
not follow Professor Warren or any of 
his school in their view that currency 
manipulations will solve our problems. 
It is for this reason that I have thought 
it worth while to draw your attention to 
the fundamental and basic conceptions 
underlying world affairs.” 


Reversion to Mediaevalism 


Among the points made by Mr. Lichten- 
stein was that in his opinion “the out- 
standing fact in the post-war develop- 
ment of the world is a slow but sure re- 
version to mediaevalism.” He was not 
thinking primarily of the Hitler regime 
in Germany, the Dollfuss regime in Aus- 
tria, or the Mussolini regime in Italy, 
“but rather of those broader aspects 
which have made regimes such as those 
possible. After all,” he explained, “ex- 
cept for nomenclature, there is nothing 
new in a totalitarian state or in Gleich- 
schaltung, or in any of those conceptions 
which seem to us as being of recent origin. 
Ben Akiba said there is nothing new un- 
der the sun, and fundamentally all these 
ideas appeared in one form or another in 
the Middle Ages and in earlier times. 

“Certainly the overlord of the feudal 
system expected every one under him to 
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Gradual Reversion to Mediaevalism Seen by Lichtenstein 
In Analysis of Major International Problems and Trends 











conform in every respect and if you will 
substitute State for overlord, the situa- 
tion is not so very different now from 
what it was then. In nearly all countries, 
including ours, the respective govern- 
ments are demanding that the hours of 
labor be fixed, that wages be fixed, that 
prices be fixed, that quality be fixed, and 
that quantity be fixed. Note, moreover, 
that all this is to be done in many cases 
by industries, each industry to draw up 
its own code. Is that any different con- 
ception from what you will find in the 
ease of the guilds of the city states of 
the Middle Ages? 

“During the Renaissance this system 
gradually broke down. It broke down 
from an economic point of view. The feu- ° 
dal system itself had been disintegrating 
for some time and received its coup de 
grace in France at least as early as the 
reign of Louis XI. In England it sue- 
cumbed much earlier, and strictly speak- 
ing it never reached full development in 
Italy. In Germany and in some of the 
eastern countries some of its aspects per- 
sisted longer than elsewhere, but the 
State was merely substituted for the sys- 
tem which disappeared and the absolute 
monarch in most instances kept on en- 
forcing the old rules which, however, now 
were applied to a larger extent of terri- 
tory. **% & 

“Tt seems to me that these fundamental 
aspects of modern development which I 
am stressing are much more important 
than the questions of communism, social- 
ism, fascism, or the like, because all these 
are merely different facets of the same 
stone. Socialism is regarded as a liberal 
movement; there is nothing liberal about 
it. It makes the State all-powerful and 
allows of no individual initiative. On the 
other hand, fascism in its various forms 
avowedly states that the individual has 
no rights and that he must sacrifice every- 
thing to the common weal. Basically, it is 
hard to see how this process is to be halt- 
ed. It probably would have taken more 
time, but sooner or later would have 
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come, even though there had been no great 
war. 


“All this sounds very theoretical I 
know, but the fact is that most of the 
questions in international relationships 
today are caused by the reappearance of 
age-old problems which have merely re- 
ceived, certain forms as a result of acci- 
dents of one kind or another.” 


Greatest Danger in Far East 


Mr. Lichtenstein discussed at some 
length the disarmament problem center- 
ing around the relationship of France 
and Germany, the Russian problem and 
the Far Eastern problem. Concerning the 
one last mentioned he said in part: 


“In recent months, there has been un- 
doubtedly some lessening of the tension 
between Japan and the Soviet Union. The 
less militaristic party seems to have 
gained control in Japan, and the Soviet 
Union still requires peace above all else 
to consolidate its position both internally 
and externally. Nevertheless, in all these 
Situations the danger lies in the fact that 
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any untoward incident, possibly created 
by a petty official or something akin to 
the murder of the Archduke Francis Fer- 
dinand in 1914, might set off a spark 
which would arouse such popular excite- 
ment that war could not be prevented. It 
seems to me that this is the greatest dan- 
ger which the world faces. Democracies 
more than anything else must guard 
against, to use Mr. Winston Churchill’s 
words, ‘a turbulent collision of embar- 
rassed demagogues.’ ” 


16,000 BANKS IN U. S. 


The March edition of Polk’s Bankers En-- 
cyclopedia lists 16,445 banking and trust in- 
stitutions, including banks operating under 
restrictions, but not those in receivership. Of 
this number 10,635 are state banks, with 
1,691 branches, and 5,275 national banks with 
1,054 branch offices. Total deposits are given 
as $42,412,897,803 at the end of 1933, and 
total resources, $52,669,772,143. 

Tabulations by the Federal Reserve Board 
give 15,142 as the number of banks operat- 
ing on an unrestricted basis as of February 
21, 1934. 





CONGRESSIONAL BILLS AFFECTING BANKS 


Summary as of April 20 


Several New Measures Introduced Since Latest Available 
Report of American Bankers Association’s Committee 
on Federal Legislation 


S. 2601, Fletcher, Fla. 


Stock Ownership by Directors of Federal Re- 
serve Member Banks. 


Would repeal section 31 of the Banking Act of 1933. 
Feb. 6—Senate: passed without amendment. 


Feb. 9—House: referred to Committee on 
Banking and Currency. 


Apr. 3—Committee reported favorably with- 
out amendment. 
American Bankers Association’s Com- 
mittee on Federal Legislation was in fa- 
vor of this bill. 


S. 3025, Glass, Va. 


Would extend Temporary Deposit Insurance Plan 
until July 1, 1935, without authorizing additional assess- 
ments. Power of the Federal Deposit Insurance Corpora- 
tion to act as receiver is expressly extended to all mem- 
bers of temporary fund. Regulations would prescribe 
manner of exercise of right of withdrawal from Fund on 
July 1, 1934, and would require thirty days’ notice prior 
to that date. Capital notes and debentures sold to the 
Reconstruction Finance Corporation would be con- 
sidered capital for purpose of qualifying State banks for 
membership in Federal Reserve System. 


March 12—Senate: passed without amend- 
ment. 


This bill was recommended by the Fed- 
eral Deposit Insurance Corporation. It 
embodies generally the findings of the 
A. B. A. Committee which favored its 
final enactment. 


8S. 2789, Pletcher, Pla. 
This bill is similar to S. 3025 by Senator Glass except 


that it carries a provision placing the Federal Govern- 
ment’s guaranty upon obligations of the F. D. R. C. as 
to principal and interest. (See H. R. 8016). 


H. RB. 8016, Steagall, Ala. 

A companion bill to S. 2789 (above) introduced Feb. 15 
and referred to Committee on Banking and Currency. 

Referring to this bill the A. B. A. re- 
port of March 24 said: “To date no ac- 
tion on this important legislation has 
been taken by the House Committee. * * * 
We believe that the enactment of this 
legislation is of great national value and 
will avoid many complications arising 
from the existing terms of the present 


permanent insurance plan, which other- 
wise will become effective July 1, 1934. 
This legislation has the approval of the 
President of the United States, and we 
urge the cooperation of the membership 
of the Association to assist in its pas- 
sage.” 


H. BR. 8720, Rayburn, Tex. 


Known as National Securities Exchange Act of 1934; 
would vest Comptroller of the Currency with jurisdiction 
over national banks, and Federal Reserve Board with 
jurisdiction over member State banks, to exclusion of 
Federal Trade Commission. The Interstate Commerce 
Commission would be given similar jurisdiction over cor- 
porations subject in general to its jurisdiction. With the 
exceptions above indicated, jurisdiction vests in the 
Federal Trade Commission. Each of these regulatory 
bodies would be authorized to make rules and regulations 
and define terms. Secs. 31, 22 and 3 (C). 

Mar. 19—House: referred to Committee on 

Interstate and Foreign Commerce. 


This bill constitutes a reintroduction 
of the earlier Fletcher-Rayburn Bill with 
material modifications. The A. B. A. Com- 
mittee said these modifications “greatly 
improve it so far as banks are con- 
cerned,” and that the new bill is “less ar- 
bitrary, vesting greater discretion in the 
regulatory body.” This committee’ said 
further: 

‘The express exemption of “banks” from 
the provisions relating to “brokers” and 
“dealers” should be more clearly stated. See. 
3 (a) (7), The definition of the term “bank” 
in See. 3 (a) (6) is not entirely satisfae- 
tory. So far as a nonmember of the Federal 
Reserve System is concerned, it is limited 
to “a banking institution doing business un- 
der the laws of any state the business of 
which is substantially confined to banking 
* * *” The definition should expressly in- 
clude a “trust company” and should other- 
wise be broader in its scope. 


‘The following obligations are exempted 
from the provisions affecting “securities” : 
“any note, draft, bill of exchange, or bank- 
er’s acceptance which arises out of a cur- 
rent transaction or the proceeds of which 
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have been or are to be used for current 
transactions, and which has a maturity at 
the time of issuance of not exceeding nine 
months * * * or any renewal thereof the ma- 
turity of which is likewise limited.” Sec. 3 
(a) (11). “Equity securities’ are exempted 
from certain provisions of the bill. These 
consist mainly of corporate stock and other 
s-curities similar to corporate stock. Sec. 3 
(a) (12). Other obligations designated “ex- 
empted securities” are exempted from many 
of the provisions of the bill. They include 
generally obligations of the Government, of 
Government corporations and other securi- 
ties which the regulatory body exempts. 
Sec. 3 (a) (13). 

‘The marginal limitations for credit trans- 
actions with a broker or dealer by their cus- 
tomers on listed securities are the higher of: 
(1) 40 per cent of the current market price; 
(2) if traded in on a national exchange for 
36 months, 100 per cent of the lowest price 
during such period, but not more than 75 
per cent of the current market price. If the 
security is traded in for a less period, the 
amount fixed by the Federal Reserve Board 
but not more than 75 per cent of the current 
market price. Sec. 6 (b). Corresponding 
limits on maintenance of credit after an orig- 
inal lawful extension are: (1) 60 per cent of 
the current market price or; if higher, (2) 
100 per cent of the lowest market price for 
36 months, but not more than 85 per cent 
of the current market price. If traded in 
for less than 36 months, the amount is sub- 
ject to regulation of the Federal Reserve 
Board, but shall not be more than 85 per 
cent of the current market price. Sec. 6 (c). 
The Federal Reserve Board may fix higher 
margin requirements, but may not fix lower 
requirements except in “extraordinary cir- 
cumstances” affecting the whole country. Sec. 
6 (d). 

‘Banks are not restricted on collateral 
loans except on equity registered securities,” 
and then only if the excess credit over that 
fixed for loans by dealers and brokers is 
“used for the purchase or carrying of any 
security,” meaning evidently any security 
other than the existing collateral for the 
loan. A further exemption is made of a “loan 
to a dealer to aid in the financing of the dis- 
tribution of securities to customers not 
through the medium of an exchange.” Sec. 
6 (e). 

‘A credit in existence-at the date of the 
enactment may continue until January 31, 
1939. This exemption, however, ceases when 
the market value of the collateral becomes 
such that initial credit could be made for 
such an amount. Sec. 6 (f). 


‘A broker or dealer cannot, in general, bor- 
row from a nonmember of the Federal Re- 
serve System on a registered non-exempt se- 
curity except “in localities where there are 
no member banks, or to meet emergency 
needs.” (Sec. 7 (a). 

‘A drastic limitation is made on a trans- 
action which purports to be a sale of any 
non-exempt security which “involves no 
change in the beneficial ownership thereof.” 
This is of concern in connection with the use 
of a person as “nominee.” Sec. 8 (a) (1). 

‘Civil liability is imposed for a “false or 
misleading” statement by a purchaser or 
seller of any non-exempted security. The 
burden of proof is imposed on the person 
making such statement to show “that he 
acted in good faith and did not believe that 
the statement was false or misleading.” Sec. 
8 (b). 

‘Where the securities issued by a non- 
member of the Federal Reserve System are 
registered, such bank shall not “lend any 
funds, except upon exempted securities, at the 
money post of any exchange or to any mem- 
ber thereof or to any broker or dealer who 
transacts a business in securities through 
the medium of any such member except in 
accordance with such rules and regulations 
as the Federal Reserve Board may pre- 
scribe.” Member banks are exempted from 
this provision. See. 11 (b) (1). 

‘When a registered security is withdrawn 
from registration on the application of the 
issuer or of an exchange, it shall be “upon 
such terms as the Commission may impose 
for the protection of investors.” Sec. 11 (d). 
Similar provisions are needed in various 
places throughout the bill. 

‘Provision is made for the filing of infor- 
mation when proxies are solicited for non- 
exempt registered securities. The regulatory 
body prescribes what shall be contained in 
the statement sent to the persons solicited. 
Unlike the original bill, this one does not 
require that the names and addresses of the 
persons solicited be included in the statement 
sent to the persons solicited. Sec. 13 (a). 

‘Over-the-counter markets are permitted 
under rules of the regulatory body, which 
do not apply to “exempted securities.” Sec. 
14. 

‘Directors, officers and principal stock- 
holders of an issuer must file designated in- 
formation with respect to the purchase and 
sale of registered non-exempt equity securi- 
ties of such issuer and also pay to the 
issuer the profit from any purchase and sale 
or sale and purchase of such security within 
a period of less than six months, unless such 
security was acquired in good faith in con- 
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nection with a debt previously contracted. 
Sec. 15 (a). 

‘Section 17 (a) imposes strict liability for 
a misleading statement in any material filed 
pursuant to this Act. 

‘In contrast with the earlier bill, the lia- 
bility of a controlling person (including a 
corporation) does not extend to a person who 
“acted in good faith and did not directly or 
indirectly induce the act or acts constituting 
the violation or cause of action.” Sec. 19 (a). 

The information filed with the regulatory 
body becomes available to the public only 
when such body considers that “a disclosure 
of such information is in the public interest.” 
See. 23. 


S. 2788, Fletcher, Fla. 

State Taxation of National Banking Associa- 
tions. 

Provides that should States tax national banking asso- 
ciations upon their shares, the burden imposed could not 
exceed the average burden imposed upon other taxable 
intangible personal property. States could not tax State 
bank members of the Federal Reserve System at a greater 
rate than national banks, their net income, shares, or 
dividends therefrom. 

Feb. 15—Senate: referred to Committee on 

Banking and Currency. 
Mar. 12—Reported without amendment. 


A. B. A. Committee favors this bill. It 
has the active support of the Association. 


S. 2915, Neely, W. Va. 


Would require national banks to obtain indemnity 
bonds from State-qualified bonding companies. 


Feb. 28—Senate: referred to Committee on 
the Judiciary. 


This bill is being opposed by the A.B.A. 


S. 2912, Fletcher, Fla. 


Would prohibit any officer or employee of the Govern- 
ment or of a governmental agency or of any corporation 
created and acting as an instrumentality of the Govern- 
ment, from accepting any fidelity or surety bond running 
to the United States in which the Government or its 
agency is named as obligee or beneficiary, unless it is 
issued in accordance with the laws of the State. 


Feb. 27—Senate: 
the Judiciary. 


referred to Committee on 


A. B. A. Committee report states: “Pre- 
sumably intended to apply to national 
banks.” 


H. RB. 7799, Cartwright, Okla. 


Would make it unlawful to use the mails to solicit 
insurance, or to collect premiums on insurance, in any 
State without complying with the laws of such State by 
appointing an agent upon whom service of summons 
may be made. 

Feb. 8—House: referred to Committee on the 

Post Office and Post Roads. 
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S. 2849, Fletcher, Fla. 
Purchase of Fidelity and Insurance Bonds. 


Would require banks participating in federal deposit 
insurance to purchase their robbery, embezzlement, etc., 
bonds from companies chartered or licensed in the State 
in which the bank is located. 

Feb. 21—Senate: referred to Committee on 

Banking and Currency. 

The report of the A. B. A. Committee reads 

as follows: 


“Enactment of this bill would destroy the 
free and open market for insurance to safe- 
guard depositors no less than stockholders 
of banks. The availability of insurance from 
certain foreign insurers creates a competi- 
tion which tends toward a broadening of the 
coverage, and has a salutary effect upon 
rates. This bill was referred to a subcom- 
mittee of the Committee on Banking and 
Currency of the Senate. At a hearing, repre- 
sentatives of the American Bankers Associa- 
tion pointed out the effects of such an en- 
actment and the objections to it. Later the 


bill was reported back to the full Committee 
on Banking and Currency adversely, and fur- 
ther consideration of it is not expected.” 


S. 2870, Fletcher, Fla. 


Would require publication of reports of condition of 
State member banks of the Federal Reserve System. 


Mar. 12—Senate: passed without amendment. 


Apr. 5—House: referred to Committee on 
Banking and Currency. 


S. 2818, Townsend, Del. 


Protection of Trust Funds awaiting invest- 
ment in national banks. 


Trust funds deposited by a national bank in its bank- 
ing department, insofar as covered by deposit insurance, 
would not be required to be protected by securities. 


Feb. 19—Senate: referred to Committee on 
3anking and Currency. 


S. 2999, Pletcher, Fla. 


Home Owners’ Loan Corporation Bonds 
Guaranteed. 


Would guarantee principal, as well as interest, of 
H. O. L. C. bonds issued hereafter, and permit a period of 
six months’ exchanges of earlier bonds for guaranteed 
bonds. Guaranteed bonds would bear such rate of inter- 
est, not in excess of 4 per cent as may be prescribed by 
the Corporation, with the approval of the Secretary of 
the Treasury. Such bonds could be pledged by member 
banks for 15-day loans from Federal reserve banks, and 
such bonds with maturities not exceeding six months 


could be bought and sold by such banks. 

Mar. 19—Senate: amended and passed. 

Mar. 20—House: referred to Committee on 
Banking and Currency. 

Apr. 5—Under suspension of rules, Commit- 
tee amendment agreed to and bill passed. 

Apr. 6——Senate: appoints Bulkley, Ohio; Bar- 
kley, Ky.; Townsend, Del., Conferees. 
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10—House: appoints Steagall, Ala.; 
Prall, N. Y.; Goldsborough, Md.; Luce, 
Mass.; and Beedy, Maine, conferees. 


Apr. 16—House: conference report submitte-1. 
Apr. 17—Senate: conference report submitted. 
Apr. 18—House: conference report agreed to. 


Apr. 


As agreed in conference no limitation 
would be placed upon sale or resale of 
bonds by the Corporation. Amount which 
the corporation may invest in bonds or 
debentures of Federal home loan banks 
limited to $50,000,000. Requires that pay- 
ments of principal on loans made by the 
Corporation should be applied to retire- 
ment of bonds of the Corporation. 


S. 2850, Fletcher, Fla. 


Would amend sec. 13 of Federal Reserve Act authoriz- 
ing Federal reserve banks to discount for individuals and 
corporations, in exigent circumstances, notes, drafts, etc., 
of the kind which would be eligible for discount for mem- 
ber banks, when such paper is “endorsed and /or otherwise 
secured to the satisfaction of the Federal Reserve Bank.” 


Mar. 20—Senate: passed without amendment. 


Mar. 24—House: referred to Committee on 
Banking and Currency. 





H. BR. 7758, Steagall, Ala. 


Double liability would not attach to national bank 
shares “purchased after enactment of this bill” whether 
issued before or after such date. 


Feb. 7—House: referred to Committee on 
Banking and Currency. 





S. 2955, McAdoo, Cal. 

Would remove time limitation from privilege of Federal 
Reserve banks to make advances to members upon their 
notes “secured to the satisfaction” of the Federal Reserve 
bank. National banks could make real estate loans for 
ten years if amortized monthly or quarterly. Real estate 
purchased by National banks to secure debts could be 
held for seven years with approval of the comptroller. 
The statutory provision that a debt due to a National 
bank shall be considered “bad” if the interest is unpaid 
for six months, unless it is “well secured and in the pro- 
cess of collection” is amended by extending, until July 2, 
1936, the period to eighteen months. After July 1, 1935, 
double liability would not attach to shares of any 
National banks. 


Mar. 6—Senate: referred to Committee on 
Banking and Currency. 

A. B. A. Committee recommended elim- 
ination of double liability. 


The five bills listed below were referred 
to Committee on Post Office and Post 
Roads. They were opposed by the A. B. A. 
Committee. 

H. BR. 7132, Lozier, Mo. 
Would reduce maximum postal savings deposit, exclu- 


sive of interest to $500. Interest would be one half of 
1 per cent. 


H. BR. 7252, Ellenbogen, Pa. 


Would raise to $10,000 the maximum postal savings 
deposits. 
H. BR. 7654, Ellenbogen, Pa. 
Would exempt postal savings deposits from state and 
local taxation. 


H. BR. 8091, Sadowski, Mich. 


Would permit a postal check system in first and second- 
class post offices and other designated offices $10.00 
minimum balance; no fees. 


H. R. 6217, Kelly, Pa. 


Would establish a postal note system. Postal notes for 
sums up to $10.00 could be purchased for three cents. 
Notes would be valid for six months. 


H. BR. 5950, Summers, Tex. 


Municipalities and other political sub-divisions of 
States, insolvent or unable to meet their obligations as 
they mature, could ask through bankruptcy courts for 
readjustment of their debts. Should a plan of readjust- 
ment be agreed upon by creditors holding two-thirds in 
amount of the claims affected in each class, and approved 
by the judge, it would be binding upon all. 

June 9, 1933—House: passed without amend- 

ment. 

June 10, 1988—Senate: referred to Committee 

on the Judiciary. 

Mar. 5—Reported favorably with amendment. 





H. BR. 2359, Wheeler, Mont. 


Would provide generally for the escheat to the United 
States Treasury of deposits of National banks, dormant 
for twenty years, subject to subsequent claims of any 
person proving that he has an interest in the deposit. 


Feb. 28—Senate: passed without amendment. 

Mar. 5—Motion by Senator Reed, Pa., to re- 
consider vote by which bill passed Sen- 
ate. House requested to return bill to 
Senate. 

Mar. 7—Senate: bill received and ordered to 
be placed on calendar. 


S. 2520, Vandenberg, Mich. 


$2500 would be the maximum deposit insured under 
the permanent deposit insurance. Non-member banks 
could continue indefinitely in permanent fund. The basis 
of liability for assessment and for stock ownership in the 
Federal Deposit Insurance Corporation is “total deposit 
liabilities” rather than “insured deposit liabilities.” 
The number of assessments is unlimited. 


Jan. 30—Senate: referred to Committee on 
Banking and Currency. 


S. 2521, George, Ga. 


A depository bond would not be required for the pro- 
tection of bankruptcy funds to the extent that they are 
covered by deposit insurance. Under the present law, 
banks are required to protect such funds by depository 
bonds, resulting in double protection which is both 
expensive and unnecessary. 


Jan. 30—Senate: referred to Committee on 
Banking and Currency. 
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S. 2565, Capper, Kans. 


National banks could be organized with capital of 
$25,000 in places having no more than 3,000 inhabitants. 


Feb. 1—Senate: referred to Committee on 
Banking and Currency. 


S. 2756, Townsend, Del. 
Would extend temporary insurance plan for one year 


until July 1, 1935. 


Feb. 14—Senate: referred to Committee on 
Banking and Currency. 


S. 2767, Vandenberg, Mich. 
Similar to S. 2756 above. Referred Feb. 14. 


S. 2781, Townsend, Del. 
Assessments for permanent insurance fund would be 
limited to four assessments of 14 of | per cent of total 
deposits in any consecutive twelve months. 


Feb. 15—Senate: referred to Committee on 
Banking and Currency. 


S. 2949, Thomas, Okla. 
Regarding payment to depositors of closed banks. 


Mar. 5—Senate: referred to Committee on 
Banking and Currency. 


H. BR. 8479, McLeod, Mich. 
Mar. 5—House: referred to Committee on 
Banking and Currency. 
Apr. 12—Reported with amendment. 


As amended, provides that all depositors in closed 
banks, and banks which closed since January 1, 1930, 
and have reopened, shall be relieved to the extent of their 
deposits in such banks not in excess of $2,500. By the 
provisions of the bill the R. F. C. will purchase the ac- 
counts of such depositors from the receivers or other such 
officers and take an assignment of the proportionate 
interest of such depositors in the assets of the bank. 
Similar relief is given to depositors who have enabled 
banks to reopen or reorganize by waivers secured by so- 
called “frozen assets.’” Any sums paid to such depositors 
are oe be deducted in calculating the balance due up to 
$2,500. 

All remaining assets in such banks will form the security 
for a loan by the R. F. C. to the extent of 85 percent of 
the present value. The funds obtained will be disbursed 
to the depositors according to their interests. 

The relief is granted to all bank depositors and is not 
confined to national banks and member banks of the 
Federal Reserve System. Provision is made for liquida- 
tion of the assets over an extended period of time so that 
there may be a minimum loss to the R. F. C. 


H. B. 7908, McLeod, Mich. 
12—House: referred to Committee on 
Banking and Currency. , 
Apr. 12—Reported with amendment. 


Original bill was similar to H. R. 8479 except the in- 
solvent bank affected would be limited to National banks. 
As amended is the same as H. R. 8479 was amended 
(see above). 


Feb. 


H. BR. 8343, Scrughan, Nev. 
Similar to H. R. 8479—Would limit the percentage of 
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the deposits to be paid by the R. F. C. to 50 per cent. 
Interest to debtors of the insolvent bank would be 
reduced to 5 per cent. 
Feb. 28—House: referred to Committee on 
Banking and Currency. 


S. 2968, Pittman, Nev. 
Similar to H. R. 8479—Any bank, apparently includ- 


ing non-members, to which as a going concern, the R. F.C. 
had made loans in excess of 20 per cent of the bank’s 
deposits. (b) 50 per cent; (c) 5 per cent interest. 
Mar. 6—Senate: referred, to Committee on 
Banking and Currency. 


S. 2992, Dill, Wash. (by request) 


Would extend the National bank branch privilege 
throughout the county if such branches of State banks 
are expressly authorized by State law. The capital 
requirements for a National bank engaged in branch 
banking in the same county is made, in general, the same 
as that for such bank engaged in branch banking limited 
to the same “city, town, or village” with the proviso 
“That in States where the State law permits, branches 
may be established within the limits of any county which 
has no city therein with a population exceeding one 
hundred thousand, the capital shall not be less than 
$200,000.” 

Mar. 8—Senate: referred to Committee on 

Banking and Currency. 


S. 3009, Shipstead, Minn. 
Permits States to determine the manner of taxing 
National banks, but limits the tax to the rate imposed 
upon the “shares, business income, and/or property of 
State banks.” 
Mar. 9—Senate: referred 
Banking and Currency. 


to Committee on 


H. BR. 6141, Ellenbogen, Pa. 


Would give the circulation privilege to Home Owners’ 
Loan Corporation bonds up to 50 per centum of their 
par value. 

Jan. 3—House: referred to Committee on 

Banking and Currency. 


H. R. 6564, Ellenbogen, Pa. 


Would finance construction of new homes with bonds 
of Home Owners’ Loan Corporation; guarantee principal 
of and give circulation privilege to the bonds. 

Jan. 8—House: referred to Committee on 

Banking and Currency. 


H. BR. 6169, Swank, Okla. 


Funds to liquidate and refinance home mortgages 
would be provided by issuing Federal reserve notes 
against mortgages taken by Federal Home Loan Bank 
Board. 

Jan. 4—House: referred to Committee on 
Banking and Currency. 


H. B. 7660, Pish, N. Y. 


R. F. C. could purchase participations in commercial 
and industrial loans, up to 80 per cent of their face 
amount, made through banks to borrowers operating 
under a code. 

Feb. 5—House: referred to Committee on 

Banking and Currency. 
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H. B. 7757, Steagall, Ala. 
Would permit State banks, not members of the Federal 


Reserve System, to receive the benefits of permanent 
Federal Deposit Insurance Fund. 


H. BR. 8207, Scrugham, Nev. 


Would authorize the R. F. C. to establish in each 
Federal land bank district a regional industrial credit 
corporation, and subscribe the total capital of not less 
than $10,000,000. 

Feb. 22—House: referred to Committee on 

Banking and Currency. 


H. BR. 8475, Buck, Cal. 


Transfers of negotiable instruments sent to National 
banks for collection would be preferred creditors if col- 
lection had been effected and remittance had not been 
made because of the insolvency of such banks, except 
when the transferor is a voluntary depositor, and has 
accepted a credit to his account. 


Mar. 5—House: referred to Committee on 
Banking and Currency. 


H. R. 8428, James, Mich. 


Upon consolidation of National banks, branches may 
be operated at the places where the banks uniting “have 
been located prior to such consolidation,” upon securing 
the required consents, including that of the Comptroller. 


Mar. 2—House: referred to Committee on 
3anking and Currency. 


S. 2735, Wagner, N. ¥. 
Would amend secs. 5136 and 5153 of the Revised 


Statutes as respectively amended, to remove from the 
field of controversy as to the power of national banks to 
invest in general obligations of municipal corporate 
instrumentalities of one or more States, such as the Port 
of New York Authority; and the power of said banks to 
give security for the deposits of public moneys of such 
municipal corporate instrumentalities, etc. 


Feb. 12—Senate: referred to Committee on 
the Judiciary. 
Apr. 3—reported without amendment. 


Apr. 9—referred to Committee on Banking 
and Currency. 





Public Act No. 144 


Re: Issuance of duplicate bonds lost or destroyed. 
Apr. 9—Signed by President. Now Law. 





Public Act No. 151 


Prohibits financial transactions with any foreign 
government in default on its obligations to the United 
States. 

Apr. 13 





Signed by President. Now Law. 


H. B. 7835, Doughton, N. C. 
Revenue Act of 1934. 
Feb. 21—House: amended and passed. 


Feb. 22—Senate: referred to Committee on 
Finance. 


Mar. 28—reported with amendments. 
Apr. 13—further amended and passed. 


Apr. 17—In Conference. Senate conferees 
Harrison, Miss.; King, Utah; George, 














Ga.; Reed, Pa.; Couzens, Mich. House 
conferees Doughton, N. C.; Samuel B. 
Hill, Wash.; Cullen, N. Y.; Treadway, 
Mass.; Bacharach, N. J. First meetings 
scheduled for April 23. 


A. B. A. Committee called attention to 
changes embodied in the bill as passed 
by the House which they considered det- 
rimental to the interests of banking as 
follows: 


Section 23 (b), Deductions from Gross 
Income—Interest 


“This paragraph of the Act of 1932 was 
amended by the House by inserting the fol- 
lowing language after the word ‘carry’: 


“or the proceeds of which were used to 
purchase or carry <i 


“The retention of the above language in 
Section 23 (b) of the bill will, in general, 
prohibit banks from taking deduction on ac- 
count of interest paid to depositors, if funds 
are used to purchase tax exempt securities. 
The Senate Finance Committee has been 
urged to delete the language quoted above 
and we are hopeful that it will be done.” 


Senate amendments deleted the above 
quoted words. Also deleted after the word 
“title” 


“or (2) on indebtedness incurred or contin- 
ued, or the proceeds of which were used, 
in connection with the purchasing or carry- 
ing of an annuity.” 


Section 24 (a) (5), Items Not Deductible 


From A. B. A. Committee report: “This is 
a new subsection incorporated in the Rev- 
enue Act and is as follows: 


“Any amount otherwise allowable as a de- 
duction which is allocable to one or more 
classes of income (whether or not any 
amount of income of that class or classes 
is received or accrued) wholly exempt to 
the taxpayer from the taxes imposed by 
this title; or 





“This subsection has the effect of denying 
the right to take deduction to the extent that 
expenses can be allocated to income received 
from tax exempt securities. The subsection 
is not clear in this respect and it is believed 
that, if adopted, it will result in confusion 
in administration and result in partial nulli- 
fication of the tax-exempt features of tax- 
exempt securities. The Association has rec- 
ommended and urged that the entire section 
be deleted.” 


The Senate amended the above as fol- 
lows: after the word “income” third line 
inserted “other than interest” and deleted 
the words “to the taxpayer.” 


Section 117 (d), Limitations on Capital 
Losses 
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Section 117 (a), provides that: 


“Losses from sales or exchanges of capital 
assets shall be allowed only to the extent 
of the gains from such sales or exchanges.” 


The A. B. A. Committee recommended 
and urged the adoption by the Senate 
Finance Committee of the inclusion of 
an exception (italicized words below), so 
that this subsection will read as follows: 


“Section 117 (d): Losses from sales or 
exchanges of capital assets shall be allowed 
only to the extent of the gains from such 
sales or exchanges, but this subsection shall 
not apply to a bank or trust company incor- 
porated under the laws of the United States 
or of any state or territory.” 

The Senate amendment inserted after 
“only to the extent of” the following ‘$2,000 
plus” and added after the final word “ex- 
changes” the following: 

If a bank or trust company incorporated 
under the laws of the United States or of 
any State or Territory, a substantial part 
of whose business is the receipt of depos- 
its, sells any bond, debenture, -note, or cer- 
tificate or other evidence of indebtedness 
issued by any corporation (including one 
issued by a government or political sub- 
division thereof), with interest coupons 
or in registered form, any loss resulting 
from such sale (except such portion of the 
loss as does not exceed the amount, if any, 
by which the adjusted basis of such instru- 
ment exceeds the par or face value there- 
of) shall not be subject to the foregoing 
limitation and shall not be included in de- 
termining the applicability of such limita- 
tion to other losses.” 


Section 117 (f), Retirement of Bonds 

From A. B. A. Committee report: “This 
subsection considers the retirement of bonds 
the same as an exchange. Realization of 
losses on call or maturity of bonds is some- 
thing beyond the control of the owner, and, 
therefore, is not subject to manipulation for 
tax purposes. This subsection should carry 
an exception the same as is proposed above 
for Section 117 (d).” 


The Senate made no change in the sub- 
section (f). 

The A. B. A. report made the following 
comments regarding the above referred to 
subsections as passed by the House: 

“It is believed, that if these sections are 
not amended and changed so that banks and 
trust companies can take deductions for in- 
terest paid to depositors where the funds are 
invested in tax-exempt securities, and banks 
are not excepted from the operations of Sec- 
tions 117 (d) and (f), this law will affect 
all banks in that it will impair the net earn- 
ings available for reserves, charge-offs and 
the liquidation of Reconstruction Finance 
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Corporation notes and stock, thereby affect- 
ing materially the capital structure of the 
banking industry of this country. 

“The Association, by action of its Interim 
Committee, took affirmative action to oppose 
these sections of the pending Revenue Bill, 
and authorized the general counsel and 
other representatives to appear before the 
Senate Finance Committee and urge the 
adoption of the foregoing amendments, which 
they did. 

“Representatives of the Association have 
conferred with the principal officers of the 
important governmental instrumentalities 
having jurisdiction over banking and have 
pointed out to them the serious elements of 
the bill as relating to banking. 

“Modification of the foregoing sections of 
the Revenue Bill now under consideration is 
quite imperative, and unless modifications 
are made along the lines as proposed, it is 
felt that the success of the National Recov- 
ery Program as it relates to the banking 
structure of the country will be seriously 
impaired.” 

New Bills in Senate 


Among the new bills introduced in the 
Senate and referred to the Committee on 
Banking and Currency, are the following: 


S. 3246, Johnson, Cal, Apr. 2 
Would authorize R. F. C. to make loans, not exceed- 
ing twenty years, to finance acquisition of any system, 
plant, or works for production, transmission or distribu- 
tion of electrical energy by public corporations, etc. 
which enter into contracts with the Government for the 


purchase of electrical energy. 


S. 3287, Fletcher, Fla., Apr. 4 


Would authorize National banks situated in a Territory 
or possession of the U. S. to establish branches therein. 


S. 3288, Connally, Tex., Apr. 4 
Would a ithorize and direct issuance of new currency 
and calling in existing and outstanding currency every 
two years. 


S. 3301, Hastings, Okla., Apr. 5 
Would amend the Securities Act of 1933. 


S. 3327, Black, Ala., Apr. 9 
Would amend Home Owners Loan Act of 1933 sec. 2 (c) 
by striking out words “under a renewable lease for not 
less than ninety-nine years” and insert in lieu thereof 
“for a period of fifty years or more.” 


S. 3316, Russell, Ga., Apr. 6 


Would postpone until June 16, 1935, the operation of 
sec. 21 (a) (2) of the Banking Act of 1933 (relating to 
engaging in the business of receiving deposits by certain 
financial institutions not subject to examination and 
regulation under State or Federal law). 
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S. 3332, King, Utah, Apr. 10 


Would make numerous amendments to “An Act to 
provide full and fair disclosure of the character of securi- 
ties sold in interstate and foreign commerce and through 
the mails, and to prevent frauds in the sale thereof, and 
for other purposes,” approved May 27, 1933. This Act 
would be cited as the “Federal Securities Act.” 


S. 3420 

Revised stock exchange control bill. 

April 20—Copies not yet available. 

The Senate Committee by a vote of 11 
to 8 ordered a favorable report. It was 
reported that Mr. Pecora stated that this 
new bill contains plenty of “teeth” which 
will prevent practices uncovered at the 
lengthy hearings held on the bill. 


S. Res. 208 
_Provides an additional $40,000 to carry the investiga- 
tion of banking and seurities exchange. 
Apr. 20—Senate agreed to Resolution. 


New Bills in House 


Among the new bills introduced in the 
House and referred to the Committee on 
Banking and Currency, are the following: 

H. R. 8928, Ford, Cal., Apr. 3 
Would authorize R. F. C. to make loans, not exceeding 


20 years, for acquisition of electric plants by “public 
corporations, bodies or instrumentalities.” 


H. R. 8956, Gregory, Ky., Apr. 4 


Would direct R. F. C. to “make available to the Secre- 
tary of the Interior funds for the aid of worthy needy 
college students’; specifying $30,000,000 for purpose. 


H. BR. 8961, Dingell, Mich., Apr. 4 


Would amend R. F. C. Act, “to provide for loans to non- 
profit benevolent charitable corporations.” 


H. BR. 8989, Hill, Ala., Apr. 5 


Would amend section 2, subsection (c), of Home 
Owners’ Loan Act of 1933, by striking out words “under 
a renewable lease for not less than 99 years” and insertin 
in lieu thereof the words “for a period of 50 years or more.’ 


H. R. 9009, Dondero, Mich., Apr. 9 


Would permit loans under Home Owners’ Loan Act 
of 1933 on homes having value not exceeding $30,000. 


H. BR. 9018, Green, Fla., Apr. 9 


Would direct R. F. C. to acquire all remaining assets 
of banks now in hands of receivers, liquidators or con- 
servators (upon application by such receivers, liquidators 
or conservators), payment for such assets to be “sufficient 
to pay in full the balance due on the deposit liability of 
such closed banks.” Would permit conservators to use 
these funds, “if majority of depositors.so desire,” to reopen 
and resume normal operations. Would not relieve stock- 
holders of liability. Would reduce interest payable by 
debtors to R. F. C. on acquired assets to 4 per cent 
“regardless of any previous contract or agreement.” 


H. BR. 9040, Truax, Ohio, Apr. 10 


Similar to H. R. 9018 (see above), but would require 
distribution of funds, and grant debtors “not to exceed 
10 years” for payment. 


H. B. 9043, Brown, Mich., Apr. 10 
Would direct R. F. C. to acquire, at full face value- 


the claims of “‘all depositors, their heirs, successors and 
assigns, in all national, State, and private banks in the 
United States which closed on or after Jan. 1, 1930, and 
are now closed or which have reopened or reorganized 
without payment in full,” stipulating however a $2,500 
limit. Would extend similar treatment without limit to 
banks that were depositors in such closed institutions. 
For purpose of permitting “any receiver, conservator, 
liquidating trustee or trustees” to make payments to 
depositors, R. F. C. would be directed on application to 
loan at rate of 3 per cent, 85 per cent of present value of 
remaining assets in such bank. If such application be not 
made, then R. F. C. would be permitted to make similar 
proportionate loans to depositors, such loans to be 
payable in six years. (See H. R. 9175, below). 


H. BE. 9045, Steagall, Ala., Apr. 10 


Re: Taxation of national banking association; would 
amend sec. 5219 of Revised Statutes, so as to limit tax 
imposed by a State to rate imposed on State banks. 
Specifies tax on shares owned by non-residents shall be 
payable only to State where association is located; asso- 
ciation to make payment as agent. 


H. BR. 9118, Ellenbogen, Pa., Apr. 13 


Would provide for financing construction of new homes 
with bonds of Home Owners’ Loan Corporation, utilizing 
existing lending agencies, and limiting values to $20,000. 


H. R. 9125, Scrugham, Nev., Apr. 13 
Similar to H. R. 9043 (see above). 


H. BR. 9146, Muldowney, Pa., Apr. 16 


Would amend Federal Reserve Act to authorize re- 
discounting of notes secured by mortgages on homes; 
limited to notes not exceeding $10,000 face amount, in 
an amount not exceeding 80 per cent of unpaid portion; 
limited also to owner-occupied dwellings. 


H. BR. 9175, Brown, Mich., Apr. 17 


Similar in purpose to H. R. 9043; wording less am- 
biguous. 


H. RB. 9182, Sabath, Il1., Apr. 17 
Would amend Home Owners’ Loan Act of 1933 to per- 


mit mortgages on properties housing not more than six 
families including that of owner, and valued at not more 


than $20,000. 


H. BR. 9203, Ayers, Mont., Apr. 18 
Superficial examination indicates bill is approximately 


same as H. R. 9175 (above). 


H. BR. 9242, Busby, Miss., Apr. 19 


Would provide for purchase of silver, issue legal-tender 
certificates thereon, and purchase and sale of silver “so 
as to keep the purchasing power of 37114 grains of pure 
silver equal to the purchasing power of 23 22-100th 
= of pure gold,” and increase the metallic monetary 
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Trust Advertising Policies are 


Praised by F. P. H. Siddons 


Statements aided in impressing public with 
sincerity of those charged with duty of 
trust administration, he tells conference 


The reasons for the virtual immunity 
of fiduciary management from public 
criticism in recent years were discussed 
by Frederick P. H. Siddons, secretary 
of the American Security and Trust 
Company, Washington, D. C., in an ad- 
dress delivered April 21 at the Eastern 
Regional Conference of the National As- 
sociation of Bank Auditors, at Philadel- 
phia. 

“While these last few years have 
brought to this country such drastic 
changes in banking through law and 
regulation,” Mr. Siddons said, “they have 
not brought an upheaval in fiduciary 
management of banks and trust compa- 
nies. 

“What are the reasons for not attack- 
ing trust management? In the first in- 
stance in advertising the services ex- 
tended by trust institutions there have 
been constantly featured certain funda- 
mental principles of trust management. 
To those in banking institutions where 
this work has fallen there has been with- 
in the banks a very complete cooperation 
of the staff which has carried out the 
spirit and the letter of the bank’s public 
statements. That is to say, there has 
been a strict adherence to proper trust 
management. 

“These advertisements have contained 
such expressions as ‘Experienced Man- 
agement of Trust Estates’; ‘Conserva- 
tive Management of Estates’; etc. The 
statements thus made to the public seem 
to have impressed it with sincerity of 
those charged with the duty of trust ad- 
ministration. 

“In other words, the laws governing 
the trust business, both state and fed- 
eral, have in practically all instances 
been followed. As a result a check will, 
in all probability, show that the trust 
departments of banks have shown a grad- 
ual but sound growth—even during the 
past four years. 
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“This adherence to the proper princi- 
ples of handling estates has been natu- 
rally helped by the stronger federal and 
state laws enforced relating to trust 
management. An analysis shows that 
the legislatures of states in the past 
seemed to have realized the need of close 
supervision of the estate handling and 
the enforcement of these laws appears to 
have been well carried out. 

“The Federal Reserve Act which per- 
mits national banks to do a trust busi- 
ness likewise contains clauses which in- 
dicate what ran through the minds of the 
law makers at the time of its passage. 
It was the fundamental principle that 
trust business must be separate and dis- 
tinct in its operation from commercial 
banking business. 

“This separation is recognized as not 
being necessary through the formation of 
distinct corporations, but the operation 
of the business through a distinctly sep- 
arate department where the two _ busi- 
nesses, banking and trust, are not inter- 
woven. 

“The question arises as to whether 
there will be before us a change in trust 
supervision. I cannot conceive that the 
handling of trust business needs much 
revamping. Systems already. established 
within a trust department will probably 
need some strengthening to meet the 
changing times, but laws are not required 
in these cases. I think more that trust 
management has been made to realize 
from its inception with its good laws 
that it can be continually improved by 
the adherence to the laws already in 
force.” 

Mr. Siddon’s address was devoted 
mainly to an outline of “How Recent Leg- 
islation Has Affected the Practical Oper- 
ations of the Bank.” Among the sugges- 
tions offered was the following: 

“Banks today, in order to see that the 
new laws, not alone the Banking Act of 
1933, but other laws, are carefully fol- 
lowed, should establish a central depart- 
ment for the study of these new laws so 
that all departments of a bank affected 
are properly advised. In the small insti- 
tution it should be assigned to one offi- 
cer to notify all officers.” 





BOOKS AND BROCHURES REVIEWED 


Review of Legal Education in the United 
States and Canada for the Year 1933— 
Learned Professions and Their Organi- 
zation. By Alfred Z. Reed, staff member 
in charge of study of legal education of 
The Carnegie Foundation for the Ad- 
vancement of Teaching. Published April 
9, 1934 by the Foundation, 522 Fifth 
avenue, New York. 67 pages. May be 
had without charge upon application by 
mail or in person. 


In this issue of the Annual Review, Mr. 
Reed takes the position that we ought not to 
define the term “learned profession” too nar- 
rowly. He writes: 

“Our new country—our land of courageous 
innovations—ought to be able to bring within 
the university sphere callings which in other 
countries traditionally stand outside. That 
it has done so is not to be regarded,as an 
unfortunate break with the past. Rather, 
it is evidence that we do not intend to let an 
inherited mechanism restrict the free devel- 
opment of social and economic activities. It 
is futile to rail at American colleges and uni- 
versities because they break with tradition.” 

“There are three groups who ought to be, 
and in most cases are, specially interested in 
finding their way through the educational 
labyrinth. There are the authorities who are 
immediately responsible for the conduct of 
particular universities. There are the 
sources to which they must look for financial 
support: state legislatures on the one hand; 
foundations and individual benefactors on 
the other. There are finally the young men 
and women, and their families and personal 
advisors, who try to make an intelligent 
choice among the many educational oppor- 
tunities that are open to them.” How to 
do this “is a task that cannot be delegated 
to practitioners associations or co-ordinating 
associations.” Each group must rely, finally, 
upon their own judgment. 


Two Guiding Principles 

Two fruitful principles are, however, sug- 
gested. “In the first place, professional 
work, in the group of universities that we 
have in mind, should embrace all those 
callings— neither more nor less—in which 
(as originally was true only in the case of 
theology, law, and medicine) a substantial 
body of higher learning already exists, or 
is in the process of being accumulated. In 


the second place, even though a particular 
calling satisfies these criteria, and prepara- 
tion for it is properly offered by a school 
that moves on the university plane, it does 
not necessarily follow that this school should 
be admitted to the educational brood that is 
cherished under any particular university 
wing. Are we sure that simply banding to- 
gether numerous professional schools, under 
the aegis of a single greatly expanded uni- 
versity, will give us what we want?’ A uni- 
versity of this sort is likely to be “an un- 
wieldly aggregation of units, formally con- 
nected with one another, but not possessing 
the self-conscious unity of a living whole. 
Our modern enormously diversified scientific 
and economic activities have perhaps brought 
with them this consequence. In place of the 
ancient concept of ‘a university,’ dedicated to 
the advancement of knowledge and the learn- 
ed professions, it should now be our aim to 
develop distinct types of universities.” 

Mr. Reed then discusses the plague of or- 
ganization pointing out that it is diffeult to 
bring together like-minded men who are dis- 
persed over an enormous geographical area, 
he says in part: 

“This seems to be the explanation for the 
plague of associations of various sorts that 
infests American higher education. So great 
is the number of associations of all sorts, 
within and without the universities, that co- 
ordinating associations have perforce arisen, 
designed to pool the activities of their con- 
stituent or associated members and prevent 
interested parties from being bewildered by 
the organization maze. Up to date, the co- 
ordinating movement, so far from simplify- 
ing, has introduced additional complications 
into an already over-organized educational 
system.” 


Specialization vs. Association 


The article “Learned Professions and 
Their Organization” discusses also the rela- 
tionship and mutual pressure exerted by 
three organized forces: practitioners associa- 
tions, the state, and educational institutions. 
“Diversification of economic activities’ or 
“specialization” must be distinguished from 
the “fraternal association” or “organic 
union” of those who practise these activities. 
“As contrasted with the natural fluidity of 
the specializing impulse, organizations are 
relatively rigid, and constitute a stabilizing 
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social force. For a time, this may be an ad- 
vantage, but it is also a danger. Sooner or 
later, the lines of organic division cease to 
coincide with those of the developing eco- 
nomic pattern. Practitioners associations 
constitute an artificial element that is quite 
as likely to require reformation itself as it is 
to serve as our guide to professional better- 
ment. England and America now contain an 
enormous number of these practitioners asso- 
ciations.” 

The review discusses the subject of State 
Regulation of Specially Privileged Associa- 
tions; Direct Governmental Administration; 
Licensing of Individual Practitioners. Under 
the title of Educational Institutions distine- 
tive traits of American universities are set 
forth; it is pointed out that professional 
schools and universities are, historically 
and essentially, practitioners associations, 
specializing in teaching and learning. De- 
spite a “far wider vocational range, the 
American type of university has been formed 
by essentially the same process as its medi- 
eval prototype. Its organic development dif- 


fers, however, in at least two respects. In 
the first place, American higher education be- 
gan after the general, non-vocational, faculty 
of arts or philosophy had fully established 
itself in the university scheme. This educa- 
tional unit occupies an unusually prominent 


place in the American educational system. 
Under the name of ‘college of liberal arts’— 
or more simply, ‘college’-—it has been the 
core of the American university. Although 
it has itself frequently been shot through 
with vocationalism, so far as the higher pro- 
fessions are concerned it has been main- 
tained as a relatively independent academic 
unit. It grants its own degree, while the 
professional schools grant theirs. Especially 
in the field of legal education, this feature of 
university organization has had important 
consequences—a sharp break between the 
general or cultural work of the college and 
the professional or technical work of the law 
school. 

“A second distinguishing characteristic of 
the American university is due to the fact 
that its form was set before the English ex- 
amination movement of the Nineteenth Cen- 
tury. The examining function of the univer- 
sity was of so little importance that it dis- 
appeared from American educational 
thought. Recent years have seen the develop- 
ment of a system of comprehensive univer- 
sity examinations. Applied first to college de- 
partments, this movement may eventually 
spread to the professional schools, and a sat- 
isfactory relationship may be established be- 
tween these comprehensive school examina- 
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tions and the strengthened licensing and bar 
admission tests.” 


Useful Current Information 


The Review records changes made during 
the past year in bar admission requirements, 
and outstanding developments among the law 
schools. Comparative tables show the pres- 
ent requirements for admission to the bars of 
each of the sixty states and Canadian prov- 
inces, and changes in the number of law 
schools of different types, and of their stu- 
dents, during the last forty years. The in- 
dividual schools are listed, with their tuition 
fees, student attendance, and the time re- 
quired to complete the course, in parallel col- 
umns, distinguishing from the 83 full-time 
law schools of the United States and the 4 
full-time law schools of Canada, the 107 part- 
time or “mixed” schools in this country that 
offer instruction at hours convenient for self- 
supporting students, and the 6 Canadian 
schools in which the students serve a concur- 
rent clerkship in a law office. 

An appendix quotes the current standards 
of the American Bar Association and of the 
Association of American Law Schools, and 
lists the publications of the Carnegie Foun- 
dation dealing with legal education and cog- 
nate matters. 


Having carefully studied, for six or seven 
years past, each Annual Review of Legal 
Education issued by the Foundation, this re- 
viewer states most emphatically that in his 
opinion a copy of the current issue should be 
carefully read by all readers of former re- 
views and by everyone who is truly interested 
in the advancement of legal educational 
standards. 


Women and Wealth. By Mary S. Branch, in- 
structor in economics, Western College, 
Oxford, Ohio. Published 1934 by Uni- 
versity of Chicago Press; 142 pps. $2.00. 

This study of the economic status of women 
in the United States should be of especial 
interest to trust executives concerned with 
the development of new trust business. 

A wide variety of data has been secured 
and classified from tax figures, insurance 
company and wage reports, stockholders lists 
and probate court records. Inheritance tax 
records analyzed from Kentucky, Wisconsin, 
Cook County, Illinois, New York and Michi- 
gan show women to be beneficiaries of es- 
tates in 52 per cent of the cases, receiving 
65 per cent in value of all legacies, aggre- 
gating $142,374,385 for the periods covered. 
It is also shown that women died possessed 
of 21 per cent of the total property, averag- 
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ing $30,986, three-fourths of which was per- 
sonal property. Data compiled from Federal 
estate tax records for 1925 show 10,191 es- 
tates left by men and 3,822 by women, sev- 
enty of the latter being valued at over a 
million net, of which nineteen were estates 
of married women. Federal income tax re- 
turns further reveal that 38 per cent of all 
income reported, for 1928, was received by 
women and amounted to approximately nine 
billions, as calculated from available data. 
In addition, state income tax data for Wis- 
consin, Delaware and South Carolina are 
analysed as test cases for determining 
amount of taxable income and proportion 
received by women and men; sources of in- 
come, marital status of taxpayers, including 
number of dependents, ete. 

Detailed charts, prepared from probate 
court records in Wisconsin, Illinois, New 
York and Michigan, classify beneficiaries of 
estates according to relationship, showing 
amount of legacies, exemptions and taxes 
paid. That women receive the larger part 
of property passing by inheritance is shown, 
for example, in the data for Michigan. In 
this state in 1931, 812 women received nearly 
twenty-three millions in real and personal 
property, against about eight millions going 
to 723 men beneficiaries. 

Other tables indicate the status of women 
as beneficiaries of life insurance policies and 
as owners of corporate stocks. 


Managed Money—The Experience of Sweden. 
By Erik T. H. Kjellstrom; Columbia Uni- 
versity Press, New York; April 14, 1934. 
103 pages, $1.75. Foreword by Prof. H. 
Parker Willis. 

The author, who is New York correspond- 
ent of Dagens Nyheter of Stockholm, presents 
an analysis of the policies and operations of 
the Bank of Sweden since the departure of 
Sweden from the gold standard, and indicates 
the practical and local limitations of central 
bank practices which have often been ac- 
cepted as unqualified panaceas for economic 
dislocations. 

Authoritative data on the movement of 
prices and production, the credit policy of 
the Bank of Sweden, and the foreign ex- 
change and foreign trade phenomena with 
which the Bank has been concerned, lead the 
author to the conclusion that there is no close 
reaction of events to policies of currency 
management. In view of renewed agitation 
in our Congress for money inflation, it is in- 
teresting to note Mr. Kjellstrom’s comment 
that “All efforts to expand credit on the do- 
mestic market have failed. . . . The experi- 
ences of Sweden and America seem to prove 


ANCILLARY 
SERVICE 


IN 
OKLAHOMA 


Capable, consci- 
entious service 
on trust matters 
involving Okla- 
homa estates. 


THE FIRST NATIONAL BANK 


and TRUST COMPANY 
ef TULSA 





... that credit cannot be ‘pumped out.’ ... 
The stability of retail, and to some extent, 
wholesale prices are largely the result of 
diverging price movements offsetting one 
another.” 

What has actually happened during the 
past two and a half years in the economic 
life of Sweden is illustrated by graphic com- 
parisons and tables. Foreign and domestic 
trade conditions, labor conflicts, production 
and psychological factors are considered for 
their effects upon prices and employment. 
While, “as a preventive economic factor the 
monetary policy has, however, been reason- 
ably sufficient,” the conclusion is given that 
“there can be no doubt that the formula- 
tion of a definite objective for the policy has 
served to maintain confidence in the future 
value of the krona.” 


Tomorrow’s Money. By Frank A. Vanderlip. 
Published March 21, 1934 by Reynal & 
Hitchcock, Inc., New York, N. Y. 228 
pages, $2.00. 

Testifying before a Senate sub-committee 
early this month, the author, a former presi- 
dent of the National City Bank, New York, 
stated that he was opposed to bimetallism, 
but favored purchases of silver with gold in 
order to expand our currency and raise 
prices. During his discussion of the effect of 
silver purchases on buying power in the Ori- 
ent, he contended that increasing the price of 
silver would cause a lowering in commodity 
prices and purchasing power there. In reply 
to a question from Senator Wheeler, he stat- 
ed that a business boom occurred in China 
as the price of silver fell, but that now busi- 
ness there was in a state of collapse. 

In the opening chapter of “Tomorrow’s 
Money” Mr. Vanderlip says: “The United 
States has been experiencing a financial and 
economic chaos unexampled in the world’s 
history. Its events have so _ intimately 
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clutched the lives of every man, woman and 
child as to become a universal, although ut- 
terly abnormal experience.” Later he writes 
“I believe no small part of our difficulties is 
traceable to one almost universal misconcep- 
tion. We undertook the impossible in the 
way of giving gold liquidity to wealth.” 

Illustrative quotations from other chapters 
follow: 

“Every type of property and every finan- 
cial obligation that was salable for cash in 
any country could be twined into an equiva- 
lent value in gold coin’—from the chapter 
“What the Gold Standard Was.” 


“It worked so well that the whole world 
was unaware of the absurdity of believing 
that the gold standard could also support the 
movement of capital. It is a curious thing 
that neither bankers nor economists sensed 
this danger.”—from the chapter “Why It 
Stopped Working.” 

In discussing “Present Needs,” the author 
says: “We should not return to the gold 
standard as we have known it for many 


years, any more than we should return to 
sailing vessels, ox-carts or the pony express.” 
Presenting what he terms “Practical Cures,” 
he states, “The Treasury should exchange 
gold for paper money freely at all times, pro- 
vided the gold is wanted for the settlement 


of a legitimate foreign trade balance and for 
no other purpose.” In “Practical Cures’ he 
writes: “I propose the organization of a 
Federal Monetary Authority, which would be 
an arm of the government, just as the United 
States Treasury is an arm of the govern- 
ment.” Later in a discussion of what is 
termed “The Old Banking Situation,” he says 
“The steadily declining proportion between 
total deposits and commercial loans was 
probably one of the chief reasons why 10,000 
American banks failed if the last decade.” 

The opening paragraph of the chapter en- 
titled “How to Untangle It” reads: 


“Tf commercial banking, investment bank- 
ing and demand deposits are as dangerous as 
gunpowder in combination, obviously the 
only safe course is to keep these various in- 
gredients in separate packages. In other 
words, investment banking should be sepa- 
rated from demand deposits and commercial 
banking. The savings bank and the whole 
business of handling real estate mortgages 
should also be kept distinct.” 

Sixty-eight pages of the book are devoted 
to a reprint of “What About Investments” 
from The Saturday Evening Post of January 
7 and 14, 1932, and “What About the Banks” 
from the same publication of November 5, 
1932. Appendix C gives the wording of a Dill 
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“To establish the Federal Monetary Author- 
ity, and to control the currency of the United 
States.” 


The Economics of Recovery. By Leonard P. 
Ayres. Published by The Macmillan 
Company, New York, N. Y. 189 pages; 
$1.75. 

In this his latest book, Colonel Ayres, vice- 
president of the Cleveland Trust Company, 
Cleveland, Ohio, formerly chief statistical of- 
ficer of the United States Army, and of the 
A. E. F., technical adviser of the Dawes Com- 
mission, and noted writer on economics and 
financial subjects, discusses depression prob- 
lems, reviews the development of the depres- 
sion, traces its origins to the World War, 
and makes a critical analysis of emergency 
legislation adopted and planned. 

Regarding his present work the author 
says in part: 

“*# * * Probably all will be in agreement 
that there has never been a time in our his- 
tory when it was so important as it is now 
to clarify economic discussion so as to bring 
into effective reconciliation the teachings 
that are based on theory and the judgments 
which are derived from observation and ex- 
perience. Clearly our ability, as individuals 
and as members of larger groups, to deal ef- 
fectively with the problems of the depression 
will be increased if we can so formulate some 
of the elements of sound economic doctrine 
as to make them appealing and acceptable 
to common sense. 

“Such a consideration of the economics of 
recovery as is here undertaken will fail of 
securing the approbation of many readers be- 
cause it inevitably involves critical analysis. 
The recovery campaign that has been under 
way since last spring has been carried for- 
ward in an atmosphere of evangelistic fervor 
that evokes public support and facilitates ¢o- 
operative effort, but which tends to be in- 
tolerant of analytic scrutiny. We may well 
sympathize with this prevailing attitude, - 
while still persevering in the attempt to carry 
forward our own independent thinking. This 
is a time when appraisal of public measures 
contemplated or undertaken promises to be 
of more value in the common effort than 
mere acquiescence or approbation, and when 
evidence is more availing than enthusiasm.” 

The twelve chapter titles give an accurate 
description of the subject matter discussed in 
each. They are: An Estimate of the Situa- 
tion; This Secondary Post-war Depression; 
Debts and Prices; The Crisis in Banking; 
What Government Can Do; Agricultural Re- 
lief ; The Industrial Recovery Act; The Fin- 
ancing of Recovery; Inflation; Orthodox ver- 





TRUST COMPANIES 


sus Managed Recovery; Foreign Trade; 

Requisites for Recovery. 

In his summary of the last chapter Colonel 
Ayres says: 

“* * * The truly fundamental requisites 
for recovery appear to be two in number. 
They are a reliance on business expansion 
through private enterprise in profit-making 
activities, and the adoption of a sound money 
policy. Probably we should be prepared to 
adopt also the use of federal legislation and 
federal credit to aid in dealing with certain 
of the key problems of excessive burdens of 
debt.” 

Twelve full page diagrams are used. Three 
page two column topical index. 

Federal Tax Handbook. 1933-1934. By Rob- 
ert H. Montgomery, C.P. A. of Lybrand 
Ross Brothers and Montgomery; attor- 
ney, past president, New York State So- 
ciety of Certified Public Accountants. 
Published by The Ronald Press Com- 
pany, New York, N. Y. 1091 pages; $7.50. 

The author needs no introduction to the 
majority of Americans who are directly con- 
cerned with Federal tax problems, this being 
the fourteenth tax manual which he has pro- 
duced. The publishers inform us that the 
total issue to date exceeds 130,000 copies. In 
the preface to the 1932 edition Mr. Montgom- 
ery stated in part: 

“From the time of the enactment of the 
1913 law and the Treasury Regulations ap- 
plicable thereto, down to and including the 
1928 law, we have had complicated and am- 
biguous sections and provisions in the laws 
themselves, and erroneous and misleading in- 
terpretations in the regulations which the 
courts and the Tax Board have had to cor- 
rect and clarify. Meanwhile, some taxpayers 
paid excessive taxes and when proper steps 
were not taken to protect their rights have 
failed to obtain refunds of amounts unlaw- 
fully collected by the government. 

“In 1931, I called attention to an apparent 
defect in the old law which permitted tax- 
payers to avoid the two year limitation on 
losses and secure the full benefit of the high- 
est tax rates applicable to losses on sales of 
securities held more than two years. * * * 

“Some criticism followed, based on the 
ground that attention should not be called to 
defects in a tax law. 

“It was the criticisms which were unjusti- 
fied—not my action. It was not so much a 
defect in the law which created the oppor- 
tunity to secure a 25 per cent deduction for 
lossses, instead of 12% per cent, as it was 
the Treasury’s own interpretation of a doubt- 
ful section of the law over a period of years, 
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under which taxpayers who thought they 
were taxable only at 12% per cent on profits 
were assessed 25 per cent. In other words, as 
long as there were more profits than losses 
the law was entirely satisfactory. As soon 
as there were more losses than profits there 
was a grave defect in the law! 

“T have no apology to make for calling at- 
tention to any lawful plan which enables tax- 
payers to save money. 

“It was suggested to me that some sort of 
a book would be appropriate which would 
deal with the 1932 law and the possible and 
probable problems and the misunderstand- 
ings which surely will arise. Hence, this 
book. 

“It is intended that all unsettled questions 
of uncertainty, ambiguity and unfairness 
will be discussed herein. Treatment of ob- 
vious and well-settled questions of income 
tax procedure is intentionally brief and 
highly condensed. In no other way would it 
be possible to publish a tax book of reason- 
able size.” 

Regarding the 1933-1934 edition the author 
stated “* * * every effort has been made to 
give the maximum assistance in working un- 
der the law at this time. The changes tax- 
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payers must observe have extended through 
all phases of the law’s application. It has 
seemed necessary to rewrite a great part of 
the material in the 1932 edition, to eliminate 
some of it, and to add discussion of the new 
conditions.” 


This manual is divided into three parts. 
The first devotes twenty-six chapters, 771 
pages, to the Income Tax. Part II discusses 
the Administration of Federal Taxes in two 
chapters, 68 pages. The rest of the volume 
discusses The Estate Tax; Gift Tax; and 
Miscellaneous Taxes. The opening pages con- 
tain a convenient table of law sections quot- 
ed throughout the work with notation of 
omitted sections. The indexes include one to 
U. S. Board of Tax Appeals decisions; one to 
court cases; and an elaborate general index, 
all of which are so highly important to the 
searching reader. 


One of the outstanding laudable character- 
istics of Mr. Montgomery’s writings on tax 
subjects is his willingness to state his per- 
sonal viewpoint regarding matters of a con- 
troversial nature and to give his recommen- 
dations as to what he considers the proper 
course of action. 


What Will Devaluation Mean to You? By 
E. C. Harwood, of the Faculty of Massa- 
chusetts Institute of Technology, mem- 
ber of the Economists’ National Com- 
mittee on Monetary Policy. Published 
1934 by American Institute for Economic 
Research, Cambridge, Mass. 60 pages; 
$1.00. 


This publication is made up of six articles, 
seven pages being devoted to the subject as 
indicated by the above title. The other five 
articles are entitled, Adjusting Life Insur- 
ance Plans to a Smaller Dollar; Preserving 
the Buying Power of Savings; What To Do 
with Future Savings; Protection Against a 
Rising Cost of Living; Devaluation and 
Your Investments. 

The opening paragraphs preceding 
series of articles read: 

“If speculators and wealthy men in this 
country have not yet arranged their affairs 
so as to profit enormously by the devalua- 
tion process, they have only themselves to 
blame. For months past, the expensive ad- 
visory services, individual investment advis- 
ors, and professional economists have been 
telling their clients how to protect themselves 
and reap huge rewards as a consequence of 
present monetary policies. It has been re- 
ported that one of the Administration’s mone- 
tary ‘experts’ recently admitted to a Senate 
committee that devalution ‘ ... would give 
to the well informed almost complete assur- 
ance of early uncontrollable credit expan- 
ra 

“It does not seem to occur to those guiding 
Administration policies, nor to their ardent 
supporters in the pulpit and elsewhere, that 
the billions piled upon billions shortly to be 
delivered to vested interests, concentrated 
wealth, and the speculator class will neces- 
sarily be at the expense of the Forgotten 
Man. A rising cost of living will automati- 
cally reduce his share of goods produced. 

“This, however, is not an attempt to stop 
the process. Nor is it a criticism, either of 
those at present in power or their policies. 
It is merely an effort to state in simple lan- 
guage the unbiased truth about the results 
to be expected. The Forgotten Man has been 
tried and found guilty of possessing some- 
thing which can be taken from him. Surely 
he has the right to know what may prove to 
be the details of his sentence to economic 
death.” 

The following definite predictions made by 
Professor Harwood in articles published in 
leading financial and economic journals dur- 
ing the past five years are cited in advance 
of the first article: 


this 
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“That the time may not be far distant when 
the country wiil realize, in the light of a cold 
gray ‘morning after,’ that it has just been on 
another credit-splurging, spree.” August, 1929. 
(Stocks started downward the next month.) 

That business was not fundamentally sound 
and that banks would fail in “wholesale lots.” 
November, 1929. 


That stimulation of new construction would 
not only fail to cure but would tend “to pro- 
long the current depression.” May, 1930. 


That the climax of liquidation and the low 
for high-grade bonds would occur “about the 
end of May,” 1932. April, 1932. (The low for 
bonds was May 31, 1932.) 


That “Technocracy” was just another fad of 
the moment without either logical background 
or help for the future. December, 1932. (““Tech- 
nocracy” is almost forgotten, now.) 


That serious discussion of a planned infla- 
tion or devaluation in legislative halls would 
lead to runs on banks, and the “banking sys- 
tem would collapse like a house of cards.” 
January, 1933. (Two months later the collapse 
came.) 


TRUST DIVISION YEAR BOOK 


The annual Year Book of the Trust Divi- 
sion, American Bankers Association, covering 
nationwide developments affecting the trust 
business during 1933-34, has just been issued. 


The following topics are covered in this 
publication: the country’s departure from 
the gold standard, and the depreciation of 
the dollar; the new Federal Securities Act; 
the real estate mortgage situation; the trus- 
_tee’s enforced ownership of real estate under 
depression conditions; present-day relation- 
ships between life underwriters and trust 
men; changing values of legal investments— 
municipals, railroads, public utilities, mort- 
gages; requirements of the new revenue laws 
regarding estate, gift, and ‘income taxes; de- 
faults under corporate mortgages, for which 
statutes and trust instruments have made no 
provision; the Banking Code, and the State- 
ment of Principles of Trust Institutions in- 
corporated in the Code. 


“The 1933-34 Year Book is submitted to 
the trust men of this country in the belief 
that it will be of definite assistance to them 
in attacking their current problems and also 
be of permanent value in marking the prog- 
ress of events in the trust field,” says H. O. 
Edmonds, vice-president The Northern Trust 
Company-Bank, Chicago, Ill., president of the 
Division, in a foreword. 


Copies of this book may be obtained from 
the Trust Division, American Bankers Asso- 
ciation, 22 East Fortieth street, New York 
City, at $2.50 postpaid. 


A. B. A. Executive Council 
Meeting at Hot Springs 


An increase of almost 2,000 in the mem- 
bership of the American Bankers Asso- 
ciation was reported to the Executive 
Council meeting at Hot Springs, Ark., by 
President F. M. Law. About 275 repre- 
sentatives of members of the Association 
were in attendance at the meeting, to- 
gether with members of their families. 


The report of the Publicity Committee, 
presented by Gurden Edwards, Director 
of Publicity, announced that the Admin- 
istrative Committee had taken action to 
designate the president, the first vice- 
president, the second vice-president and 
the executive manager as the Publicity 
Committee of the Association to exercise. 
full direction over the Publicity Depart- 
ment as a direct executive function, in 
order to bring about a complete identity 
in the Association between its public pol- 
icies and its public relations activities. 
The report described the activities of the 
department in cooperating with the na- 
tional officers in formulating policies, in 
working out with N. R. A. banking code 
groups publicity and advertising mate- 
rial for use in connection with the in- 
stallation of service charges, the sup- 
plying of a series of articles on banking 
and allied economic subjects to 6,000 pa- 
pers in plate and mat form and its coop- 
eration with other departments in de- 
veloping a general association advertis- 
ing service for the use of member banks 
in their own local advertising. 


William R. Kuhns, editor of the Amer- 
ican Bankers Association Journal, made 
a report indicating that during the year 
it has increased its editorial content and 
at the same time has increased its circu- 
lation and volume of advertising. 


Ronald Ransom, chairman of the 
Banking Code Committee, described the 
various steps conducted by his group in 
formulating the code and presenting it to 
the convention in the fall and subse- 
quently of obtaining approval of the Na- 
tional Administration. He also went over 
the subsequent developments connected 
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with the formulation of local schedules 
of fair trade practice under the code and 
the satisfactory progress made in 
straightening out the misunderstandings 
that arose with the National Recovery 
Administration last January in connec- 
tion with putting those rules into opera- 
tion. 

John H. Puelicher, reporting for the 
American Bankers Association Founda- 
tion for Education in Economics, stated 
that it has thus far, since its establish- 
ment in 1928, awarded 354 loan scholar- 
ships, the total loans repaid in that pe- 
riod being $262,000 and the amount now 
outstanding $86,900. The total invest- 
ments of the funds, he said, were $540,000. 
Mr. Puelicher also reported for the Pub- 
lic Education Commission, saying that 
over 3,000 banks have requested copies of 
the Constructive Customer Relations 
text material and that 9,557 copies have 
been distributed to these institutions. He 
said that the use of this material by 
banks to instruct their employees com- 
ing in contact with the public is proving 
practical. 

H. O. Edmonds, president of the Trust 
Division, outlined plans for establishing 
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a fact-finding body regarding the record 
of trust companies and for distributing 
on a broad basis material aimed to im- 
prove the public relations of trust insti- 
tutions through various channels. 

Other reports were received from presi- 
dents of divisions and sections as fol- 
lows: Albert S. Puelicher, American In- 
stitute of Banking Section; Irving W. 
Cook, National Bank Division; Henry S. 
Kingman, Savings Division; Clyde Hen- 
drix, State Bank Division; J. W. Bris- 
lawn, State Secretaries Section. The fol- 
lowing chairmen reported for the com- 
missions and committees; H. Lane 
Young, Agricultural Commission; Ron- 
ald Ransom, Bank Management Commis- 
sion; M. R. Sturtevant, Bankruptcy Com- 
mittee; Fred I. Kent, Commerce and Ma- 
rine Commission; Rudolf S. Hecht, Fi- 
nance Committee; W. F. Keyser, Insur- 
ance Committee; Fred A. Irish, Member- 
ship Committee; Robert V. Fleming, Fed- 
eral Legislation Committee; Charles P. 
Blinn, Jr., Special Committee on Section 
5219 U. S. Revised Statutes; Robertson 
Griswold, Taxation Committee; E. J. 
Bowman, State Legislation Committee; 
James E. Baum, Protective Committee. 


Advantages of Budget in Personal and Business 
Life Are Explained by Accountant and Engineer 


ws BUDGET for Everyone” was the 
Avice of an address before the 

New York Chapter of the National 
Association of Cost Accountants deliv- 
ered by James O. McKinsey, senior part- 
ner of the firm of James O. McKinsey & 
Company, accountants and engineers of 
New York and Chicago, and Professor of 
Business Administration at the Univer- 
sity of Chicago. Mr. McKinsey is the 
author of “Budgetary Control,” and nu- 
merous volumes on accounting and al- 
lied subjects. He is a member of the 
American Management Association, the 
American Institute of Accountants, the 
Illinois Society of C. P. A., the American 
Association of Instructors in Accounting 


and the National Association of Cost Ac- 
countants. 

“The primary purpose of the budget,” 
Mr. McKinsey said, “is to enable us to 
plan our activities so as to secure the 
most effective use of our resources, wheth- 
er these resources be expressed in terms 
of time or money. Planning ahead is a 
fundamental requirement for efficiency 
both in personal and business life.” 

Mr. McKinsey took account of the fact 
that many individuals make no attempt 
to adopt a budget plan because of their 
impression that a budget is not adaptable 
to their needs. 

“Reduced to the simplest terms,” he ex- 
plained, “a budget is merely the expres- 











sion in tangible form of the thinking of 
one or more people concerning their fu- 
ture activities. 

“A budget may be very simple or very 
complex depending upon the nature of 
the activities which are being budgeted. 
The preparation of a useful budget does 
not necessarily involve a consideration 
of a great mass of statistical data. Nei- 
ther does it require the employment of a 
large amount of red tape as that term is 
ordinarily conceived. Since it is merely 
the expression of one’s thinking about 
the future, it can be expressed in as sim- 
ple terms as those employed in the think- 
ing. It should be no more complex than 
is the thinking of the one who does the 
budgeting. If one understands his own 
thoughts he should be able to understand 
and use the budget. 

“The requirements for effective budget- 
ing vary to some degree depending on the 
nature of the activities to be budgeted. 
There are a few essentials, however, for 
the preparation of any useful budget 
whether it be a budget for the housewife 
or a budget for a small individual pro- 
prietorship or a budget for the largest 
corporation in the world. 

“These essentials may be stated very 
briefly as follows: 

1. “An intelligent analysis must be 
made of the activities to be performed so 
that the major problems which are in- 
volved in their performance will be clear- 
ly understood. 

2. “As complete facts as possible should 
be secured with reference to these prob- 
lems. The amount of information which 
should be obtained must be decided from 
a practical point of view. A proper bal- 
ance must be maintained between the im- 
portance of accuracy and the need for 
making a decision at the proper time to 
secure practical results. Both our per- 
sonal and business life is affected by so 
many intangibles that it is impossible to 
secure absolute accuracy in making deci- 
sions. The element of judgment must al- 
ways be a major factor in arriving at 
decisions. 

3. “The problems to be dealt with in 
the budget must be considered with an 
open mind. The one responsible for pre- 
paring the budget must not be swayed 
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unduly by precedent, sentiment or precon- 
ceived ideas. He must be willing to ad- 
just his ideas to changing conditions. 

4, “The budget should be expressed in 
as simple terms as possible and in the 
language which those who are to use it 
can understand. There is no standard 
form or terminology for expressing the 
results of one’s thinking in the form of a 
budget. A budget which cannot be under- 
stood by the one who is supposed to use 
it is useless. 

5. “The budget must be executed with 
judgment and.must be adjusted from time 
to time when changing conditions indi- 
cate this is necessary. 

“Conceived in these terms the budget 
can be a most useful device for aiding 
each of us in planning our future activi- 
ties so that we may be most useful to 
ourselves and most efficient as a member 
of the business and social organization of 
which we are a part.” 





TEN MILLION OWN STOCK 


More than 10,000,000 Americans, represent- 
ing one family in three, are interested in ef- 
ficient functioning of the securities mar- 
kets,, Frazier Jelke & Company point out in 
a current survey of stockholders’ lists of 225 
leading corporations. Without eliminating 
duplications, it is estimated 26,000,000 names 
are registered as owners of American com- 
panies. 


To give an idea of the distribution of cor- 
porate ownership the firm cites the fact that 
holders of the two most widely distributed 
stocks would form a community as populous 
as Nebraska, while a city the size of San 
Francisco would be required to accommodate 
all the shareholders of American Telephone 
& Telegraph Company. 


“Tt is apparent,” the firm says, “that 
public markets for stocks are of vital inter- 
est to at least one out of three American 
families. Anything which tends to reduce 
the liquidity, lessen the market worth, or cir- 
cumscribe the collateral value of stocks di- 
rectly affects the wealth and resources of the 
investments of about one-third of the popu- 
lation. 


“It may be reasoned, also, that the pur- 
chasing power of about one-third of the pop- 
ulation is affected by any Government policy 
which tends to limit profits and reduce the 
ability of corporations to pay dividends.” 















ARKANSAS 

James H. Penick, formerly vice-president 
and cashier of the W. B. Worthen Company, 
Little Rock, has been elected president of the 
Peoples National Bank at Little Rock, suc- 
ceeding W. A. Hicks. 


CALIFORNIA 

Don W. Holgate, widely known in Pacific 
Coast trust circles during his long connec- 
tion with the United States National Bank of 
Portland as trust officer, has been elected 
trust officer of the Pacific National Bank at 
San Francisco. 

Burke H. Critchfield, agricultural expert 
for the Federal government and formerly 
head of the California state division of mar- 
kets, has been appointed a vice-president of 
the Bank of America, N T & S A, San Fran- 
cisco. 


MERGER OF CROCKER BANKS 





A plan of consolidation has been agreed 
upon by the boards of directors of the Crock- 
er First National Bank and the Crocker First 
Federal Trust Company of San Francisco, 
whereby the two institutions will be consoli- 
dated under the title of Crocker First Na- 
tional Bank of San Francisco. This an- 
nouncement has been made by William H. 
Crocker, president of both the bank and the 
trust company. 

“The ownership of the two banks,” Mr. 
Crocker stated, “is identical and the stock 
of the national bank has always carried with 
it a proportionate interest in the stock of 
the trust company. Under the terms of the 
Banking Act of 1933 it would be necessary 
before June 16th to discontinue this practice 
and to issue directly the stock of the Crocker 
First Federal Trust Company. Inasmuch as 
both banks have always been operated as 
one unit, it was deemed advisable to make a 
consolidation at this time so that a continu- 
ance of the same manner of operation could 
be assured. The new institution will suc- 
ceed to the present business of the two banks 
and will have a combined capital, surplus 
and undivided profits in excess of $12,500,- 
000. The management will remain the same.” 


The Security-First Company, security af- 
filiate of the Security-First National Bank of 
Los Angeles, is to be discontinued May 15 
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CHANGES IN BANKING AND TRUST FIELD 


Items to appear under this heading in the nextissue should reach us on or before May 12. 








when the bank will establish a bond depart- 
ment to deal principally in government and 
municipal securities. 

M. V. Hubbard, vice-president, has become 
president of the Commercial Trust & Savings 
Bank, Pasadena, succeeding his father, the 
late W. H. Hubbard. 

Benjamin Brown, formerly connected with 
the Los Angeles Clearing House, has been 
named public administrator of Los Angeles 
county. Clark Power, formerly of the Cali- 
fornia Bank, is now chief estate investigator 
for this office. 


CONNECTICUT 

Ogden Bigelow, vice-president of the First 
National Bank at Greenwich, has been elect- 
ed president succeeding George L. Geibel 

Frederick W. Mallard has been elected 
president of the Thompsonville Trust Com- 
pany, Thompsonville. He is succeeded as 
vice-president by Edward T. Gowdy, treas- 
urer. 

J. Gordon Warner has been made trust of- 
ficer and assistant secretary of the Bristol 
Bank & Trust Company, Bristol. 


FLORIDA 

Fontain LeMaistre has been appointed as- 
sistant trust officer of the Barnett National 
Bank, Jacksonville. Mr. LeMaistre was on 
the staff of the old National Bank of Com- 
merce of New York City and subsequently 
with the Bank of the Manhattan Company in 
new business and estate administration work. 
He will assume similar duties with the Bar- 
nett National Bank. 

Edward W. Lane, chairman of the board of 
the Atlantic National Bank, Jacksonville, has 
reassumed the presidency of the bank which 
he held from 1903 to 1927, following resig- 
nation of John T. Walker, Jr. as president. 

Control of the First National Bank in Palm 
Beach has been purchased from the Central 
Hanover Bank & Trust Company and the 
National City Bank of New York by F. A. 
Shaughnessy, president of the First National. 


GEORGIA 

Application has been filed to change the 
name of the First National Associates of At- 
lanta to Trust Company of Georgia Associ- 
ates, by amendment of charter. Affiliated in 
this group are the Liberty National Bank 
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EDWARD E. BROowN 


Who has been elected Chairman of the Board, First 
National Bank of Chicago 


JOHN P. OLESON 


Who has been elected President, First National Bank of 
Chicago 


A transposition of cuts in the March issue of Trust COMPANIES .Magazine caused 
Mr. Oleson’s picture to appear as that of Mr. Brown, and Mr. Brown’s picture to appear 


as that of Mr. Oleson. 


This is a correction and an apology. 





and Trust Company, Savannah; National Ex- 
change Bank, Augusta; First National Bank 
& Trust Company, Macon; First National 
jank, Rome; and Fourth National Bank, 
Columbus. Managerial or stock control is 
not affected by this change, Thomas K. Glenn 
continuing as president and Robert Strick- 
land as vice-president of the associates. 

Lewis L. Davis, Atlanta accountant, has 
joined the Trust Company of Georgia as as- 
sistant secretary in charge of the account- 
ing division. 


ILLINOIS 


Oscar Nelson, chairman of the board of 
the State Bank of Geneva and former State 
Auditor, has been elected president of the 
bank. 

The newly organized Charleston National 
Bank has opened in Charleston with S. E. 
Thomas, president, and Bruce Rardin, execu- 
tive vice-president. 

Directors of the American National Bank 
& Trust Company of Chicago recently an- 
nounced the election of Laurence H. Armour 
as president. Mr. Armour, a director of 
Armour & Company, has been actively iden- 


tified with the packing industry since 1909 
and has been engaged in financial activities 
in Chicago during the past six years, being 
at present a governor of the Chicago Stock 
Exchange and the only member of the board 
not connected with the securities business. 
He was previously chairman of the executive 
committee, the office of president having been 
vacant since retirement of Samuel J. T. 
Straus. 

Edward E. Brown, president of the First 
National Bank, Chicago, is the new chair- 
man of the Chicago Clearing House Associ- 
ation, succeeding the late Melvin A. Traylor. 

The First National Bank of Elgin and the 
Elgin City Banking Company have consoli- 
dated under the former title and charter 
with capital and surplus of $600,000. Full 
trust powers have been granted to the con- 
solidated institution. 

Charles F. Meyer has been elected assist- 
ant vice-president of the American National 
Bank & Trust Company, Chicago, in the trust 
department. Mr. Meyer was formerly assist- 
ant,-vice-president and trust officer of the 
National Boulevard Bank of Chicago. 





538 


KENTUCKY 

William F. Miller has been advanced 
from assistant vice-president to vice-presi- 
dent of the Citizens Union National Bank of 
Louisville and will be associated with Arch 
B. Davis in the department of banks. 

Beverly R. Jouett, Winchester attorney, 
has been elected president of the Commercial 
Deposit Bank, Winchester, to succeed the 
late M. T. McEldowney, founder of the bank. 
H. W. Scrivener and J. T. Metcalf have been 
appointed vice-presidents and J. T. Bowser. 
trust officer. 

Ralph L. Watters, advertising manager of 
the Lincoln Bank and Trust Company, Louis- 
ville, has been named chairman of the public 
relations research committee of the Fnancial 
Advertisers Association. 

Millard Cox, Jr. vice-president of the Fi- 
delity & Columbia Trust Company, Louisville, 
has been appointed director of the recently 
authorized survey and audit of municipal 
government. 

First National Bank & Trust Company, 
Paris, has opened as successor to the First 
National Bank with Thomas J. Kiser as 
president. Full trust powers have been 
granted to the new institution. 


LOUISIANA 

Guaranty Bank & Trust Company, a new 
institution, has opened in Hammond with 
W. H. Nalty as chairman and L. A. Lousta- 
lot, president. The bank has opened a tem- 
porary branch office at Independence. 

O. G. Bell, formerly assistant cashier, has 
been elected assistant vice-president of the 
Commercial National Bank, Shreveport. 


MASSACHUSETTS 

Plans are nearing completion for the trans- 
fer of ownership of the First of Boston Cor- 
poration, security affiliate of the First Na- 
tional Bank of Boston, and interests iden- 
tified with the old Harris, Forbes & Company 
organization are expected to be represented 
in the new company. Col. Allen M. Pope 
is scheduled to continue as president of the 
concern, which will change its name to First 
Boston Corporation. John R. Macomber, for- 
mer president of Harris, Forbes & Co., and 
Harry M. Addinsell, formerly vice-president, 
are slated for chairman of the board and 
chairman of the executive committee, re- 
spectively. 

Thomas Jefferson Coolidge, vice-president 
of the First National Bank, Boston, has been 
appointed special assistant for fiseal affairs 
to the Secretary of the Treasury. Mr. Cool- 
idge is taking over duties similar to those 
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formerly carried out by Dean Acheson and 
later by Earle Bailie. 

A. Otis Davis, a director, has been elected 
president of the Worcester Bank & Trust 
Company of Worcester, which was organized 
in 1868, is said to be the oldest trust com- 
pany in the state of Massachusetts. 


MICHIGAN 


Henry C. Murphy, economist of the Na- 
tional Bank of Detroit, has also become vice- 
president and director of Investment Coun- 
sel, Inc., according to Dr. Ralph E. Badger, 
president of the latter. 


Henry S. Hulbert, chairman, Fred J. Fish- 
er, John B. Ford, Jr., James Inglis and Wal- 
ter S. MeLucas will constitute the member- 
ship of the investment committee of the trust 
department of the National Bank of Detroit. 


The plan of reorganization of the Union 
Guardian Trust Company of Detroit as a 
strictly fiduciary institution has been ap 
proved by Circuit Judge Marschner, follow- 
ing approval by the State banking depart- 
ment. 

Arthur E. Wells has been elected first vice- 
president and director of the National Bank 
of Grand Rapids to succeed Gerald B. Had- 
lock who resigned to become senior vice- 
president of the First Wisconsin National 
Bank at Milwaukee. Mr. Wells was suc- 
ceeded as vice-president by James V. Stuart, 
formerly assistant vice-president. John Lar- 
son, assistant cashier, was promoted to cash- 
ier. 

Carl F. Spaeth, formerly executive offi- 
cer of the First National Bank & Trust 
Company, Flint, has been appointed exam- 
iner in southern Michigan for the Federal 
Deposit Insurance Corp. 

Kenneth M. Burns, until recently executive 
manager of the Michigan Bankers Associa- 
tion, has been appointed assistant to Presi- 
dent Dodge of the Detroit Savings Bank. 


MINNESOTA 

Consolidation of the Marquette National 
Bank and the Marquette Trust Company of 
Minneapolis has been effected under the 
presidency of Ralph W. Manuel, and trust 
powers have been granted to the Marquette 
National, which will maintain all trust facili- 
ties of its former affiliate. M. H. Manuel, 
the only officer of the trust company not 
previously an officer of the bank has been 
appointed a vice-president. 

Mortgage loan and real estate business of 
the former Minnesota Loan and Trust Com- 
pany of Minneapolis has been assumed by 
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the Northwestern Mortgage Company, sub- 
sidiary of ‘the Northwest Bancorporation, 
which ‘will also act as management agent for 
properties. Management will continue un- 
der those in charge of the department in the 
trust company, F. J. Mulcahy being president 
of the mortgage company. 


MISSISSIPPI 

Jackson State National Bank, oldest in 
continuous service in Jackson, has moved to 
new and enlarged quarters in the old First 
National Bank building. 

Grenada Bank, Grenada, has opened a 
branch office in Shelby with P. L. Webb, 
formerly with the Bank of Cleveland, as 
cashier. 

F. H. Parker, vice-president of the Deposit 
Guaranty Bank & Trust Company, Jackson, 
and past president of the Mississippi Bank- 
ers Association, has been elected a vice-presi- 
dent of the Federal Land Bank, New Or- 
leans. 


MISSOURI 

Hord Hardin, president of the Manufac- 
turers Bank & Trust Company during its 
organization, has been promoted from vice- 
president to executive vice-president of the 
Mississippi Valley Trust Company, St. Louis. 

Perey A. Thias, formerly with the Recon- 
struction Finance Corporation in St. Louis, 
has been elected first vice-president of the 
Manufacturers Bank and Trust Company, 
St. Louis. 

Edward S. Munsch, vice-president an 
treasurer, has been named president of the 
Chippewa Trust Company, St. Louis. 

Alex Bradford, formerly vice-president, has 
been chosen president of the Boone County 
Trust Company at Columbia and G. L. Wil- 
liamson, vice-president, becomes chairman of 
the board. S. F. Conley has been advanced 
to vice-president and trust officer. 

Frank J. Wiget, president of the old Farm- 
ers & Merchants Trust Company, is presi- 
dent of the reorganized South Side National 
Bank of St. Louis, and W. R. Schery, trust 
officer. 

Richard S. Hawes has been appointed a 
member of the Economic Policy Commission 
of the American Bankers Association, to suc- 
ceed the late Melvin Traylor. Mr. Hawes is 
vice-president of the First National Bank of 
St. Louis. 

Officers of the Mutual Bank & Trust Com- 
pany of St. Louis include Byron Moser, presi- 
dent; E. A. Schmid, William P. Gruner and 
Joseph J. Griffin, vice-presidents; Lewis S. 
Haslam, trust officer and Harold D. Ruel, 
assistant trust officer. 
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NEW JERSEY 

Chester Baylis, formerly vice-president of 
the National Union Bank, Dover, has been 
elected president to succeed William Otto, 
who becomes chairman of the board. 

Ridgefield Park Trust Company is the new 
‘title of the Ridgefield Park-Overpeck Trust 
Company, Ridgefield Park. 

Franklin Washington Trust Company, 
Newark, announces promotion of Stanley J. 
Marek from assistant secretary-treasurer to 
secretary-treasurer. 

Mayor James Mount of West Long Branch 
has been elected president of the Long Branch 
Banking Company and William P. Fleckner, 
trust officer. 


NEW YORK 

John L. Gibbons has been appointed an as- 
sistant trust officer of the Chemical Bank & 
Trust Company, New York, and Murray Oly- 
phant has been appointed an assistant treas- 
urer. 

Thomas J. Sercu, trust officer of the Cen- 
tral Trust Company, Rochester, has been 
elected vice-president in charge of the trust 
department. 

Herbert Jones was recently elected assist- 
ant trust officer of the National Commercial 
Bank & Trust Company of Albany. 

John O. Blinn, Jr., until recently president 
of the Central National Bank of New Ro- 
chelle, is now executive vice-president of the 
County Trust Company at White Plains. He 
has been succeeded as president of the Cen- 
tral National by Louis R. Smith, New York 
publisher. 

Raymond J. Walters is the president of 
the Huguenot Trust Company of New Ro- 
chelle, following reopening of the bank. 

Francis B. Bacon has been made assistant 
secretary of the Manufacturers & Traders 
Trust Company, Buffalo. 

Washington Irving Trust Company, Tarry- 
town, is under the presidency of Dr. Joseph 
E. Hughes, former executive vice-president. 

Oystermen’s National Bank and Commu- 
nity Trust Company, both of Saysville, L. I, 
have merged as the Oystermen’s Bank & 
Trust Company. 


NORTH CAROLINA 

Ernest C. McLean has resigned as con- 
servator of the North Carolina Bank & Trust 
Company of Greensboro to become vice-presi- 
dent of the new Guilford National Bank of 
that city. He was formerly an officer of the 
trust company and was also an executive of 
the Morris Plan Bank there. 

H. C. Barbee, manager of the East Durham 
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branch of the Fidelity Bank at Durham, has 
been transferred to trust department at the 
head office. 


OHIO 

James Bentley, president of the National 
Bank of Toledo, announces that legal de- 
tails have been completed for the establish- 
ment of a trust department by the bank. 
Limited trust powers were recently granted, 
and the department will be in charge of For- 
rest Jeffries as trust officer and W. R. Ton- 
kin as assistant trust officer. Mr. Jeffries 
was trust officer of the old First National 
Bank and arrangements are being made for 
taking over the greater part of the trust 
business of the First National. 

Peoples Banking & Trust Company of Cin- 
cinnati has opened with $700,000 capital, fol- 
lowing reorganization. William J. Shroder, 
former head of the board of education, is 
president and Morton J. Heldman, executive 
vice-president. 

Central United National Bank of Cleve- 
land announces the following elections: 


W. P. Abbott, promoted from assistant vice- 
president to vice-president; R. B. Whitney, 
assistant trust officer, and C. H. Martin, as- 
sistant cashier, and J. P. Hance, become as- 
sistant vice-presidents; F. C. Fulton, W. A. 
Hiles, C. G. Rodgers and H. O. Adkins have 


been made assistant trust officers. 

William C. Griswold, formerly vice-presi- 
dent of the National City Bank of Cleveland, 
is now a vice-president of the United Sav- 
ings Bank of Detroit, Michigan. For a num- 
ber of years previously he was with the 
state banking department of Michigan and 
subsequently a national bank examiner. 

Stockholders of the Central National Bank, 
Chillicothe, have voted to liquidate the bank 
and cease operations next month. 

Representative John F. Hunter, Toledo, 
has been appointed chairman of the house 
committee on banks and banking to handle 
banking legislation at the special session 
which Governor White is expected to call 
presently. 

R. V. Sears has been elected chairman of 
the board of the First National Bank, Bucy- 
rus, and is succeeded as vice-president by 
Frank T. Johnson. 

C. A. Anderson has succeeded Charles A. 
Paul as president of the Citizens National 
Bank, Norwalk. 

Frank J. Van Lahr has been named an 
assistant secretary of the Provident Savings 
Bank & Trust Company of Cincinnati. 


OREGON 
Walter L. J. Davies has been promoted 


from assistant vice-president to a vice-presi- 
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dency of the United States National Bank 
at Portland. ‘He continues in charge of the 
business development department. 

J. W. Stuchell was recently elected presi- 
dent of the First National Bank of Baker, 
succeeding John Schmitz who remains a di- 
rector, following purchase of controlling in- 
terest by Mr. Stuchell. 


PENNSYLVANIA 


JOHN EB. PotTtTEer 


Chairman of the Board, Potter Title & Trust 
Company 


John E. Potter, founder of the Potter Title 
& Trust Company, Pittsburgh, and president 
for many years, was made chairman of the 
board at a recent meeting of directors. Col. 
Andrew J. Berger was chosen to succeed Mr. 
Potter as president of the company. He is 
one of the original stockholders, was chosen 
a director in 1909 and vice-president in 
1926. Mr. Potter has been, until the recent 
election, the only president of the Potter 
Title & Trust Company, which he organized 
in 1902 to develop the business of the Potter 
Abstract Company. 

Fidelity Trust Company of Pittsburgh an- 
nounces the election of George C. Burgwin, 
Jr., aS a vice-president. Mr. Burgwin, of a 
family long identified with the legal and 
banking professions in Pittsburgh, entered 
the trust department of the then Fidelity 
Title & Trust Company, following his admis- 
sion to the bar in 1919, two years after grad- 
uation from the University of Pittsburgh law 
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school, as assistant trust officer. Four years 
later he was promoted to the position of trust 
officer. 

Hugh F. Denworth has recently been 
elected a vice-president of the Real Estate- 
Land Title & Trust Company, Philadelphia. 

McDowell National Bank of Sharon has 
been appointed successor trustee for invest- 
ment pools, amounting to more than $600,000, 
of the Colonial Trust Company of Farrell. 
The order was signed by Judge McLaughry 
following petition of several hundred clients 
of the closed Farrell institution. 

The City Bank & Trust Company of Read- 
ing has opened as successor to the Pennsyl- 
vania Trust Company, making $2,500,000 of 
funds available to depositors of the closed 
bank. Walter W. Moyer, Reading manufac- 
turer, is president of the new trust com- 
pany which has capital of $300,000. 

R. E. Bost, a prominent attorney, is presi- 
dent of the reorganized First Bank & Trust 
Company of Jeannette. 

The West End Bank, Pittsburgh, has 
opened a successor to the West End Bank 
& Trust Company under the presidency of 
Harry S. Hersberger. Capital funds are 
$400,000. 

John E. Malone has been elected president 
of the Fulton National Bank at Lancaster. 


RHODE ISLAND 


Rhode Island Hospital Trust Company, 
Providence, announces the election of Fred- 
erick E. Atkinson as an assistant trust offi- 
cer of the company. 


TENNESSEE 

Roy C. Brown, of the credit department of 
the Federal Reserve Bank of Atlanta, has 
joined the Commercial Bank & Trust Com- 
pany, Knoxville He was formerly con- 
nected with the East Tennessee National 
Sank of this city. 


TEXAS 

Republican National Bank & Trust Com- 
pany, Dallas, announces the election of Wirt 
Davis, as chairman of the board to succeed 
the late W. O. Connor. Mr. Davis has been 
connected with the Republic Bank, since its 
organization in 1920, as the Guaranty Bank 
& Trust Company. Fred Florence is presi- 
dent of the bank, and Leslie Waggener is 
chairman of the executive committee. 

American Bank & Trust Company, Fort 
Worth, has been reorganized and is now oper- 
ating as the American Trust Company. A. 
Morgan Duke is the new president, follow- 
ing resignation of C. E. Gillham, and B. A. 
Donnally is vice-president. It is stated that 
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the bank will not resume activities as a de- 
pository. 


VIRGINIA 


Rose Scorgie, advertising manager of the 
State Planters Bank & Trust Company, Rich- 
mond, is author of Saga of the Veldt, a vol- 
ume of poems just published by the Galleon 
Press of New York. Miss Scorgie is widely 
known also as author of Historic Highways 
in Virginia. 


WASHINGTON 

Peoples Bank & Trust Company, Seattle, 
is now in its new home in the million-dollar 
building of the Puget Sound Savings & Loan 
Association, where it will celebrate its forty- 
fifth anniversary, having been organized the 
year Washington became a state. 

First National Bank of Seattle has opened 
a new Office, the International branch, in 
charge of William Kahlke. The staff will 
include a Chinese and Japanese teller. 

First National Bank and National Bank 
of Commerce have announced restoration of 
full-time employment and elimination of pay 
cuts previously made. 

First National Bank in Spokane is the new 
title of the First National Trust & Savings 
Bank of Spokane. 

C. S. Moody has been elected executive 
vice-president of the Bank of 'Hoquaim, and 
M. M. Pattison has been made trust officer 
and cashier. Mr. Moody was former State 
Supervisor of Banking. 


WISCONSIN 

The First Wisconsin National Bank, Mil- 
waukee, announces the appointment, of Ger- 
ald B. Hadlock, formerly executive vice-presi- 
dent of the National Bank of Grand Rapids, 
Mich., as vice-president of the bank. He will 
work in an advisory capacity in correlating 
loaning activities. 

B. M. Backus has resigned as vice-presi- 
dent of the Commercial State Bank and the 
Madison Trust Company, Madison, to assume 
the position of examiner for the Federal De- 
posit Insurance Corporation in Wisconsin. 


CANADA 

James J. Warren, president of the Trusts 
and Guarantee Company, Toronto, has an- 
nounced the retirement of E. B. Stockdale as 
general manager and the appointment of 
Horace A. Howard as general manager of 
western branches, and Charles S. Hamilton 
as general manager in charge of eastern 
branches of the company. Mr. Stockdale 
continues in an advisory capacity as vice- 
president and director. 
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ASSETS 


Cash on Hand and in Banks Nea ot a ee $1,564,498.60 
Premiums in Course of Collection . . . . . . 1,219,957.88 
United States Government Securities . . . . . 4,690,549.00 


Municipal Bonds $227,203.00; Province of 
Ontario $835,216.00 hat 1,062,419.00 


Railroad Bonds and ee Conia $661, 667. 00 2,041,428.00 
Public Utility Bonds .. re , : 3,354,195.00 
NS Sr 646,724.00 
First Mortgage Loans otk Oe te 250,000.00 
Stocks (Railroad, Utility, Bank, Other) oa a. AS 1,941,119.00 
Interest Accrued and Other Assets . . . .. . 142,819.62 


TotaL Assets . . . . . $16,913,710.10 


RESERVES AND ALL OTHER LIABILITIES 


Unearned Premium and Claim Reserves . . . . $19,774,326.13 
Reserves for Taxes oe ee eee ee 296,360.43 
Other Reserves and Liabilities eee fe & @ 68,397.71 


$11,139,084.27 
Special Reserves Side OR & Be Re. eo 1,832,722.26 


Capital ce ec vew ere Bae 
Surplus a odes, ae 3 Mee’ Mis al = ae,” ig 1,941,903.57 3,941,903.57 


ToraL LiaBILiTIEs . . . . $16,913,710.10 


(Bonds are carried at amortized values and stocks at values furnished by National 
Convention of Insurance Commissioners. Special Reserves include $1,193,944.00 to 
reduce all bonds and stocks from these values to market values December 31, 1933.) 


THE TRAVELERS FIRE INSURANCE COMPANY 


L. Epmunp Zacuer, President 
HARTFORD, CONNECTICUT 


+ Automobile + Windstorm + Inland Marine and Transportation 
Riot and Civil Commotion + Explosion + Earthquake 


Use and Occupancy ° Rent and Rental Value ° Leasehold 





TOPICAL INDEX—CUMULATIVE 


Note: Many items of current interest are omitted, the intent being to limit the index 
to facts and opinions having reference value. April entries immediately follow head- 


ings, with one exception, i.e. "Authors." 
April issue, pages 425-552 


AMERICAN Bankers Association: 


— committee enlarged—personnel listed 
4 


Savings Division— 
Eastern Savings Conference — excerpts 
from addresses—245-247 
Trust Division— 


See Corporate Fiduciary Association— 
Trust Division 


AMERICAN Bar Association: 


Seeks Facts on Unlawful Practice of Law 
% —questionnaire mailed—389-392 


AMERICAN Institute of Accountants: 
Membership now 2,229—160 


AMERICAN Institute of Banking: 
“Constructive Customer Relations” subject 
annual speaking contest — Washington 
convention June—248 


AUTHORS: 

(Articles, addresses and brief statements) 
Allison, J. W.—299-300; 342 
Aird, John Sir—387 
Babson, Roger—284 
Barker, George M.—343 
Beattie, Troy, Jr.—350 
Bethlen, Stephen—283 
Bloor, W. H.—301 
Bixby, R. R.—310-311 
Brady, John Edson—225-226 
Brownell, George A.—172-175 
Bruere, Henry—202 
Bull, I. S.—351 
Burgess, W. Randolph—238 
Cabot, Philip—397-398 
Campbell, Matthew M.—313-318 
Carr, Jerome P.—226 
Carter, James T.—221-222; 399 
Chase, Harry Woodburn—202 
Clark, A. L.—206 
Clark, Harold F.—284 
Crowley, Leo T.—511-514 
Cudd, Robert L.—297 
Dailey, Vincent—237 
Danton, Robin A.—223-224 
Davidson, Clinton—442-443 
Davis, Chester R.—189-192 
Davis, John W.—284 
Dudley, L. S.—467 
Dunn, Thomas T.—459-460 
Eastman, Ralph M.—341 
Edmonds, H. O.—163 
Ellery, Charles F.—247 
Ellis, George M.—341 
Erwin, T. C.—348-349 
Fairbank, Alfred—167-172 
Giannini, A. H.—245-246 
Grahame, Orville F.—366-370 
Hageman, William—242 
Hamilton, J. B.—295 
Hansen, Robert B.—464 
Herlihy, William R.—439 
Holt, Sir Herbert—152 
Howell, Ben R.—295 


March issue, pages 273-424 


February issue, pages 141-272 


Authors—Continued 
Hughes, Gilbert R.—301-302 
James, F. Cyril—514-515 
James, Maurice—300-301 
Jellett, R. P.—386 
Johnson, Wm. H. A.—294-295 
Jones, Howard A.—301 
Jones, Jesse H.—238 
Key, Jack B.—348 
Klein, Harold F.—438 
Knapp, Harold C.—306 
Kuhn, John L.—197-201 
Kulp, D. E.—325-329 
Law, F. M.—164 
Leach, W. Barton—486-493 
Lengeman, Nelson E.—341-342 
Levin, Allen J.—373-374 
Lichtenstein, Walter—516-517 
Linton, M. A.—177-180 
Loomis, J. L.—404 
Lowndes, Charles L. B.—224-225; 374-378 
Lynch, Frank A.—204-206 
Macdonnell, J. M.—386; 388 
Magill, Hugh—402 
Manning, James H.—331-333 
Mannix, Francis M.—445-452 
McAneny, George—247 
McCarty, M. W.—240; 465-467 
McKinsey, James O.—534-535 
McLaughlin, George V.—230 
Merwin, Horace B.—342-343 
Newton, C. E., Jr.—296 
Meyers, ‘W. C.—477-479 
O’Brien, J. G.—439 
O’Connor, J. F. T.—152 
Olney, Herbert M.—298-299 
Payne, Philip M.—497-502 
Payne, William K.—234-235 
Penrose, Charles—202 
Perkins, James H.—384 
Pettygrove, G. C.—299 
Pharr, H. A.—341 
Pullen, P. P.—305 
Reeve, M. E.—299 
Riddle, N. Gilbert—306 
Robertson, K. D., Jr.—335-339 
Robinson, J. J.—153-158 
Robinson, Leland Rex—438 
Roseberry, L. H.—462; 441-442 
Ross, J. L.—350 
Russell, Franklin F.—180-182; 230-234 
Russell, Henry E.—502-508 
Shelor, James C.—208; 437 
Siddons, F. P. H.—526 
Smith, Maclin F.—442 
Sprague, O. M.—284 
Steffen, Roscoe T.—502-508 
Stephenson, Gilbert T.—184-187 
Stevenson, John A.—184-187 
Stevenson, William J.—192-197 
Stockton, R. G.—439 
Stonier, Harold—292; 302-303 
Telleen, J. Martin—296-297 
Trimble, Lee S.—159-160; 347; 455-456 
Vaughan, E. I.—295-296 
Vette, John Lyle—165-167 
Vinton, Thos. W.—350 
Voorhees, John A.—509 
Warburg, James P.—152 
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Authors—Continued 


Watson, W. G.—386 

Weakly, Floyd B.—395-396 
White, Joseph W.—182-184 
Whitmore, H. B.—364-366 
Whittlesey, Albert W.—321-324 
Wigge, Theodore H.—340-341 
Witting, Samuel—176-177 
Wolcott, Oliver—439 
Zimmerman, John E.—203-204 


BANKS and Banking (Items of general bear- 


ing only): 
A. B. A. Executive Council—report Hot 
Springs meeting Apr. 16-18 


Congressional Bills Affecting Banks—sum- 
mary as of Apr. 20—518 

Conventions—scheduled — official informa- 
tion—353-356; 473-476 

Corporation for holding bank stocks mere 
agent or trustee for real owners who are 
subject to statutory assessment in case 
of insolvency—481-482 

“Departmental Priorities in Assets of In- 
solvent Banks” excerpts from “Yale Law 
Journal’—493-497 


Deposit insurance law defects pointed out 
by Chairman Crowley who outlines F. D. 
I. C. major objectives and plans for fu- 
ture—digest of address before executive 
council A. B. A. Hot Springs, Apr. 18— 
511-514 


Editorial Reflex of Public Opinion—284- 
291; 429-435 ‘ 

Permanent changes in banking laws to 
strengthen Federal Reserve System rec- 
ommended by F. Cyril James before Re- 
gional Conference of Bank Auditors and 
Comptrollers— Philadelphia—Apr. 21— 
514-515 

Present Status of Codes Affecting Trust 
Departments—471 

Trust Advertising Policies Praised—526 

“A Century and a Half of Sound Banking” 
Bank of New York & Trust Company 
celebrates 150th anniversary of its 
founding—380-3832 

“Administration of a Business Enterprise” 
—art. by James H. Manning—331-333 

ae Seine enlarged—personnel listed 


Collective investment of trust funds by 
national banks exercising trust powers 
—two rulings by Federal Reserve Board 
—361-362 


Divergent views on best methods of at- 
tracting new trust business—341-342 


Effort to undermine private thrift real 
mamete 20w facing financial institutions 


Influence of Deposit Insurance Slight—is 
report of official organ—National Asso- 
ciation of Mutual Savings Banks—ex- 
cerpts quoted—401 

Law pres. A. B. A. briefly reviews banking 
situation today—164 


Legislative proposals of national interest 
treated in N. Y. State Bankers Commit- 
tee report—235-236 


Mississippi Bank Study Commission rec- 
ommend revision of bank law—403 


“Mortgage Situation in Canada Unsatis: 
factory’”—Opinions of four prominent 
executives of financial institutions quot- 
ed—effect of debt adjustment acts dis- 
cussed—386-387 


Nation-wide survey of opportunities for 
direct study of corporate fiduciary func- 
tions—specific suggestions offered for 
pe 7 scope of practical instructions 


Banks and Banking—Continued 


New issue of stock—stock purchase war- 
rants—need to comply with require- 
ments of Securities Act of 1933—175 

Note of optimism sounded by President 
N. Y. State Bankers Asso. mid-winter 
meeting—230 

Payne reviews Code difficulties encountered 
by bankers committee and outlines fu- 
ture steps—234-235 

Securities Act of 1933 as applied to trust 
departments operations—172-175 

Two statements on credit policies of banks 
R. F. C. chairman tells of “common cry” 
that banks are not lending and issues 
sharp warning—Deputy Governor Feder- 
al Reserve Bank N. Y. cites figures sup- 
porting “reasonable deduction’’—238 

“Wells Fargo Bank Enters Eighty-third 
Year’—385 


BOOES and Brochures: 


A. B. A. Trust Division 1933-34 Year Book 
—533 

“Federal Tax Handbook’’—Robert H. Mont- 
gomery—531-532 

“Managed Money—The Experience of Swe- 
den”—Erik T. H. Kjellstrom—529 

“Review of Legal Education in the United 
States and Canada for the year 1933’— 
Alfred Z. Reed—527-528 

“What Will Devaluation Mean to You?’— 
E. C. Harwood—532 

“The Economics of Recovery’’—Leonard P. 
Ayres—530-531 

“Tomorrow’s Money’—Frank A. Vanderlip 
—529-530 

“Women and Wealth’’—Mary S. 
528-529 

“Concentration of 
Chapman—393 

“Depreciation—A Review of Legal and Ac- 
counting Problems—A comprehensive 
Study of a Pressing Question in the Util- 
ities Field’”—Staff of the Wisconsin Pub- 
lic Service Commission—251 


“Kemmerer on Money”’—Edwin 
Kemmerer—249-250 

“Money and Banking”—Frederick A. Brad- 
ford—252 

“Money and Banking’—William Howard 
Steiner—393 

“Saving Taxes in Drafting Wills and 
Trusts’’—Joseph J. Robinson—249 


“The Banks, The Budget and Business’— 
Joseph B. Hubbard—252 


“The Evaluation of New Trust Business” 
—Samuel Witting—176-177 


“The Evaluation of New Trust Business” 
—Samuel Witting—reviewed by Floyd 
B. Weakly—395-396 

“The Federal Reserve Board’’—William O. 
Weyforth—394 

“The Practical Application of Investment 
Management’’—Dwight C. Rose—396 

“The Spirit of Security or A Safe Deposit 
Fantasy”’—booklet by K. D. Robertson, 
Jr.—issued by Marine Midland Trust 
Company—335-339 

“Three Ways to Safeguard Your Securi- 
ties” booklet issued by Central Hanover 
Bank & Trust Co.—251 

“To Meet Today’s Conditions’”—booklet is- 
sued by Security National Bank Savings 
& Trust Co.—339-341 

U. S. Bonds—booklet issued by Chas. E. 
Quincey & Co.—399 

“What Happened to Our Banks’—William 
P. Malburn—396 

“Will Making—The Chart of an Estate”’— 
_— issued State Street Trust Co.— 


Branch— 


Banking’—John M. 


Walter 
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CONVENTIONS: 


List of, with supplemental information re- 
ceived from official sources—353-356; 
473-476 


CORPORATE Fiduciary Associations (Includ- 
ing trust divisions of local, state and 
national organizations): 


Arizona— 
Phoenix: 

Report of joint meetings between rep- 
resentatives of this asso. and Ariz. 
State Bar Asso.—to discuss encroach- 
ments, if any—officers and committee 
members listed—206-207 


California— 
Associated Trust Companies of Central 
California 
Officers elected—committee appointments 
listed—207 


Connecticut— 
Association of State Banks and Trust Com- 
panies 
= of committees listed 


New Haven: 


List of officers elected Feb. 8—personnel 
of executive committee—207 


Georgia— 
Atlanta Trust Dept. Committee of Clearing 
House Asso, 


Piduciaries division G. B. A. 


Committee members listed 
during 1934 scheduled—208 


President believes further adjustments 
may be needed—legislative comm. ap- 
pointed—report on promotional activi- 
ties—347-349 


activities 


Maryland— 
Baltimore: 


Annual meeting Jan. 22—officers elected 
—_ committees — personnel — 


Massachusetts— 
Boston: 
Open forum discussion tax matters Jan. 
11—204-206 
New Jersey— 
Bergen County: 


Annual meeting Apr. 12—list of officers 
eee executive committee 
-—4 


New York— 
Broome County Association 
Annual meeting held Jan. 
and executive committee 
listed—209 
New York City Ass’n: 


Officers and members executive commit- 
tous elected at annual meeting listed— 


22—officers 
personnel 


Report of addresses at annual meeting 
Jan. 22—203-204 


State Trust Companies Asso. 


Annual meeting Feb. 15 list of officers 
and executive committee elected—Guy 
Emerson addressed meeting on “The 
Guaranty of Bank Deposits’—208 


Westchester County Association 


Plan to merge with county clearing 
house association—209 


545 


Corporate Fiduciaries Associations—Continued 


North Carolina— 
Trust Committee, N. C. B. A. 


New organization — officers listed — pro- 
gram arrangements for first annual 
meeting—April 26—351 


Bhode Island association: 
— and executive committee listed— 


Trust Division A. B. A— 


Mid-Winter Trust Conference 
Detailed index of addresses—163 


West Virginia— 


Trust Section W. Va. B. A.: 
Officers listed—209 


COURT: 


Decisions— 


Allowance of reasonable attorneys fees in 
foreclosure proceedings under Federal 
Farm Loan Act upheld—uvU. S. Sup. Ct. 
decided Apr. 2—482-484 


Corporation for holding bank stocks mere 
agent or trustee for real owners who are 
subject to statutory assessment in case 
of insolvency—uwU. S. Dist. Ct. East. Dist. , 
of Mich.—appeal from decision filed Apr. 
9—481-482 


Action against administrator to recover 
trust assets converted by deceased— 
breach of trust—statute of’ limitations 
does not begin to run until plaintiff had 
knowledge of fraud. N. Y. App. Div. 1st 
dept. decided 1-19-1934—359-361 


Exemptions of war risk insurance from 
claim of creditors of insured and benefi- 
ciary does not survive for benefit of 
heirs of insured. U. S. Sup. Court de- 
cided 3-5-1934—357-359 


Life tenant’s opposition to modification of 
lease exceeding five years—no basis for 
trustee’s request for instructions—trus- 
tee must decide whether to apply to 
court for approval of new lease on 
amended terms. N. Y. Ct. of Appeals— 
Jan. 9—218-219 


Loss of future rent not provable claim 
against bankrupt tenant—U. S. Sup. Ct. 
decided Feb. 5—211-213 


Regardless of provisions in’mortgage trust 
deed trustee’s duty is to bid in the prop- 
erty at foreclosure for benefit of all 
bondholders—Court can modify or en- 
large on terms of trust instrument, 
change interest of bondholders after sale 
from real estate to personal property. 
Straus vs. Chicago Title & Trust Co. as 
Trustee—189 


Seattle’s right to tax gross income of pri- 
vate public utilities upheld by U. S. Sup. 
Court 3-19-1934—357 


Stock dividends—deed of trust construed 
—distinction between dividend payable 
in stock of issuing company and divi- 
dend payable in stock of other corpora- 
ae > ge Y. Ct. of Appeals—decided Jan. 


Trust investments—corporate trustee not 
made insurer and guarantor of invest- 
ments authorized by trust instrument or 
in securities in which individual trustee 
may lawfully invest—mortgage partici- 
pations—right of corporate trustee to 
deal with itself—N. Y. App. Div. 2d 
dept.—Feb. 9—213-215 


Trust investments induced by life tenant 
with power of appointment—appointee 
widow estopped from seeking surcharge. 
48 Sup. Court East. Dist. Jan. 30—219- 
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CURRENCY: 
Congressional Bills affecting—summary as 
of Apr. 20—518 







PIDUCIARY: 

Congressional Bills affecting Banks—sum- 
mary as of Apr. 20—518 

Editorial Reflex of Public Opinion—284- 
291; 429-435 

“Exculpatory Clauses in Corporate Mort- 
gages and Other Instruments” excerpts 
from “Cornell Law Quarterly” art. by 
Philip M. Payne—497-502 

Forms for estate analysis—duties of an 
executor—sequence card—claims record- 
ing sheet—465-467 

Indemnity against liability suggested in 
satisfaction of indentures securing oObli- 
gations payable in gold—477-479 

A difficult problem in estate administra- 
tion and how it was solved—by T. 
Erwin—348-349 

“Administration of a Business Enterprise” 
—art. by James H. Manning—331-333 

American Bar Association Seeks Facts on 
Unlawful Practice of Law—Question- 
naire mailed—389-392 

Analysis of duty of trustees in investing 
trust funds in present monetary situa- 
tion—French and German records cited 
—replies to questionnaire—167-172 

Astonishing results attained by corporate 
fiduciaries since World War summarized 
—182 

Conflict of Laws—Survival of Actions— 
Law Governing Survival in Suit Against 
Executor for Tort of Decedent Commit- 
ted in Foreign Jurisdiction—excerpts 
from “University of Pennsylvania Law 
Review’ —228 

Corporate trustee not made insurer and 
guarantor of investments authorized by 
trust instrument or in securities in 
which individual trustee may lawfully 
invest—mortgage participations—right 
of corporate trustee to deal with itself— 
N. Y. App. Div. 2d dept. Feb. 9—213-215 

“Duties of Trustees in Dealing with De- 
faulted Securities’’—art. by Matthew M. 
Campbell—313-318 

Edmonds pres. Trust Division A. B. A. re- 
views fiduciary difficulties of past year 
—emphasizes importance of—Statement 
of Principles—relations with bar, etc.— 
163-164 

English Public Trustee’s report—excerpts 
from—403 

Nation-wide survey of opportunities for di- 
rect study of corporate fiduciary func- 
tions—specific suggestions offered for 
enlarging scope of practical instructions 
—293-311 

New responsibilities of corporate trustees 
under mortgage and deed of trust dis- 
cussed—189-192 

Possible Liability Re Gold Clause Abroga- 
tion—suggestions how trustees may 
avoid—165-167 

Proposed joint statement on life insurance 
trust cooperation presented to mid- 
winter trust conference A. B. A. Feb. 14 
182-184 

Scientific appraisal of new trust business— 
176-177 

Settlement of differences between the bar 
and corporate fiduciaries urged by attor- 
ney Russell—detailed suggestions given 
—believes corp. fiduciaries should take 
initiative in settling differences—230-234 


Survey of sources and location of poten- 
tial a business in Georgia suggested 
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Piduciary—Continued 


“The Drama of Wills’’—a trust officer phi- 
ere. by Lee S. Trimble—159- 


“Trustees—Bankruptcy—Grounds for Re- 
moval” excerpts from “Virginia Law Re- 
view’’—370-371 

Trust investments induced by life tenant 
with power of appointment—appointee 
widow estopped from seeking surcharge 
—Pa. Sup. Court East. Dist. Jan. 30— 
219-220 

“Trustee Liable in Commingling Trust 
Funds” excerpts from “The Banking 
Law Journal’—comments on legal opin- 
ion—by John Edson Brady—225-226 


INCOME: 


Discount on purchase of bonds—income or 
principal—citation of cases—223 

Stock dividends—distinction between divid. 
payable in stock of issuing co. and divid. 
payable in stock of other corp. N. Y. Ct. 
of Appeals—Jan. 23—216 


INSURANCE: 


Federal Deposit— 

Congressional Bills affecting—summary as 
of Apr. 20—518 

Defects pointed out by Crowley who out- 
lines F. D. I. C. major objectives and 
plans for future—511-514 

Influence of Deposit Insurance Slight, is 
report of “The Month’s Work” published 
by National Association of Mutual Sav- 
ings Banks—excerpts quoted—401 

Official statistics relating to temporary in- 
surance fund—248 


Life— 

at premiums show sharp increase— 

Solving difficult problems involved in plan- 
ning wills—472 

Advent of life insurance trust step in di- 
rection of democratization of trust serv- 
ice—182 

Investment dilemma now facing life com- 
panies explained—significant facts given 
—177-180 

Life Insurance Security—four reasons why 
rc fared so well under stress— 

Memphis trust men describe work with life 
underwriters—twelve weeks’ course of 
instruction being given—349-350 

Mortality Comparisons—404 

New statement of principles for relation- 
ships between life underwriters and 
trust men drawn Dec. 8, 1933 by joint 
committees life and trust men submitted 
to executive committees—182-184 

Relationships of life underwriters and 
trust men discussed—184-187 


Suicide Clause in Life Policies—404 


INVESTMENTS: 

Ten Million Own Stock—535 

Analysis of duty of.trustees in investing 
trust funds in present monetary situa- 
tion—French and German records cited 
—replies to questionnaire—167-172 

“Analysis of Municipal Securities’ ex- 
cerpts—article “Bulletin of The Ameri- 
can Institute of Banking” by Robin A. 
Danton—223-224 

Collective investments of trust funds by 
national banks exercising trust powers 
—a by Federal Reserve Board 
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Investments—Continued 


“Commingled Fund Recommended as Solu- 
tion of Several Major Trust Problems”’— 
art. by Albert W. Whittlesey—321-324 


Corporate trustee not made insurer and 
guarantor of investments authorized by 
trust instrument or in securities in 
which individual trustee may lawfully 
invest—mortgage participations — right 
of corporate trustee to deal with itself— 
N. Y. App. Div. 2d dept. Feb. 9—213-215 

Discount on purchase of bonds as accruing 
to income or corpus—benefit of life ten- 
ant or remainderman—Excerpts—discus- 
sion “University of Pennsylvania Law 
Review’’—223 

“Duties of Trustees in Dealing with De- 
faulted Securities”—art. by Matthew M. 
Campbell—313-318 


Foreign bondholders are urged to support 
Protective Council—400 


Foreign short-term creditors of Germany 
extend standstill agreement for one year 
Me aiaee meeting concluded Feb. 16— 


Growing tendency to ignore rights of hon- 
est utility investors noted by Dr. Hugh 
Magill—402 


Interest rates on new Federal securities 
and demand for new notes “no longer a 
normal gauge of the national credit”— 
Excerpts—“The Index” The New York 
Co.—227-228 


Investment dilemma now facing life in- 
surance companies explained—significant 
facts given—177-180 


Problem of investing corpus of small 
trusts discussed—180-182 


Proposed national program of public in- 
formation Re operating electric utility 
corporations—202 


Stock dividends—deed of trust’ construed 
—distinction between divid. payable in 
stock of issuing co. and divid. payable 
in stock of other corporations. N. Y. Ct. 
of Appeals Jan. 23—216 


Trust investments induced by life tenant 
with power of appointment—appointee 
widow estopped from seeking surcharge 
a Sup. Court East. Dist. Jan. 30—219- 

Also see Mortgages 


Also see Real Estate 


LEGACIES: 


“Abatement of Legacies on Election of 
Statutory Share by Surviving Spouse” 
eoerpts from “Yale Law Journal’—371- 


MISCELLANEOUS: 


“An Independent Bar’—art. by Thomas T. 
Dunn—459-460 


“Budget for Everyone” excerpts address 
James O. McKinsey before National 
Ass’n of Cost Accountants—N. Y. Chap- 


ter—534-535 
Editorial Reflex of Public Opinion-—284- 
291; 429-435 


Excerpts From Selected Articles—221-228; 
363-378; 486-508 


Exculpatory clauses in miscellaneous bi- 
lateral agreements—501 


Gradual Reversion to Mediaevalism seen 
by Walter Lichtenstein in analysis of 
major international problems and trends 
—address before St. Paul Assn. of Com- 
merce—Apr. 10—516-517 


Present status of codes affecting trust de- 
partments—471 


TRUST COMPANIES 
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Miscellaneous—Continued 


“Salvaging Human Values’—a trust officer 
eer by Lee S. Trimble— 


“Tax Liability Upon Recording Assign- 
ments and Deliveries of Stock Effected 
Without New York State, on Books 
Maintained Therein” art. by Francis M. 
Mannix—445-452 


Thorough inquiry into commingled fund 
problems urgently needed—active co- 
operation of trust executives, attorneys 
and accountants essential—437-443 


Ten Million Own Stock—535 


“Administration of a Business Enterprise” 
art. by James H. Manning—331-333 


Announcement of changes in by-laws of 
National Association of Real Estate 


— of new Institute outlined 


Calls “New Deal’ Old—Cabot contrasts 
historical results obtained under na- 
tional planning and individualistic sys- 
tems—397-398 


Corporate managers face new responsibil- 
ity—need for greater activity to gain 
public confidence—203-204 


English Public Trustee’s report—excerpts 
from—403 


Foreign bondholders are urged to support 
Protective Council—400 


Home Owners Loan Corp. N. Y. State ex- 
— a detailed statement of activi- 
ties— 


“My Most Difficult Problem in Adminis- 
tering an Estate and How It Was Solved” 
—by T. C. Erwin—348-349 


Nation-wide survey of opportunities for di- 
rect study of corporate fiduciary func- 
tions — instructors describe methods 
used—specific suggestions offered for en- 
larsing scope of practical instructions— 


Pune euee pean need of discussed 


Settlement of differences between the bar 
and corporate fiduciaries urged by At- 
torney Russell—detailed suggestions 
given—230-234 


Significant changes in character and dis- 
tribution of public debt—ratio public 
debt to national wealth—prospect of bal- 
ancing budget discussed—heaviest tax 
burden in nation’s history forecast—ex- 
cerpts—“The Index’—The New York 
Trust Co.—227-228 


State Tax Administrators Form National 
Assn.—400 


“The Drama of Wills” a trust officer phi- 
— by Lee S. Trimble—159- 


“a. New Speculator’—by Harold Stonier 


MORTGAGES: 
Administration— 


“Mortgages—Foreclosure Sale—Relief from 
Bid for Mistake”’— excerpts — Virginia 
Law Review—363-364 


New responsibilities of trustees—bond- 
holders list, of extreme importance— 
should be guarded most carefully—co- 
operating with protective committees— 
duty of trustee to bid in property at 
er ie for benefit of all bondholders 


Problems in handling of real estate after 
foreclosure discussed—192-197 
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Mortgages—Continued 

Property sold for less than mortgage— 
difference determined to be uncollectible 
may be charged off as bad debt—income 
tax returns—200-201 

Real estate mortgage outlook—202 

Salvaging real estate mortgages is com-~- 
mon sense—methods outlined—247 













Home Loan— 
Congressional Bills Affecting—summary as 
of Apr. 20—518 
Detailed statement—activities Home Own- 
ers’ Loan Corp. in N. Y. State—excerpts 
from—237 


Participation Certificates— 
Corporate trustee not made insurer and 
guarantor of investments authorized by 
trust instrument or in _ securities in 
which individual trustee may lawfully 
invest—mortgage  participations—right 
of corporate trustee to deal with itself— 
N. Y. App. Div. 2d dept. Feb. 9—213-215 


Observations on tax problems—200-201 





















PRINCIPAL: 


Discount on purchase of bonds—principal 
or income—citation of cases—223 

Stock dividends—distinction between divid. 
payable in stock of issuing co. and divid. 
payable in stock of other corporations. 
N. Y. Ct. of Appeals—Jan. 23—216 











PROBATE: 
See Wills 







PUBLICITY: 


Bank and Trust— 

Developing Trust New Business—240-242; 
335-345; 462-470 

Editorial Reflex of Public Opinion—284- 
291; 429-435 

Forms for Estate Analysis and Recording 
of Claims Distributed by National Bank 
of Tacoma—465-467 

Posters for counter and desk display used 
effectively in branches of Security-First 
National Bank of Los Angeles—462 

Successful Advertising Campaign in a Sub- 
urban Town—combines illustrated fold- 
ers, blotters and posters—464 

“The Hawaiian Trustee’—monthly pub- 
lication described—+469-470 

Timely Advertisements on Questions of 
Wills—463 

Trust advertising policies praised by F. P. 
H. Siddons—526 

Diary books for attorneys used success- 
fully by Tacoma bank—240-241 

Divergent views on best methods of at- 
tracting new trust business—341-342 

Historical anecdotes of local flavor used 
in news letter—343 

Marine Midland Group—Buffalo conduct 
conference devoted entirely to trust mat- 
ters—244 

Monthly report to customers inaugurated 
by The Bridgeport-City Trust Company 
—342-343 

Need for greater activity in presenting 
facts as means of. gaining favorable 
public opinion — Zimmerman _ touches 
upon questions of governments—dicta- 
tors—duty of executives of corporations 
to advocate good laws and enlighten 
public—203-204 

Opportune time to strike to regain confi- 

dence of people—348 




































TRUST COMPANIES 


Publicity—Continued 


REAL ESTATE: 








People must be reconvinced of the advan- 
tage of thrift and possibility that bank- 
ers as well as progressive economists 
may still have sound solutions for the 
— of saving and investment—245- 

Potter Co. Pittsburgh, Pa. reports good re- 
sults from use of legal directory—242 


“The Spirit of Security or A Safe Deposit 


Fantasy”’—abridged form new booklet 
of unusual character—335-339 
Three Distinct Newspaper Advertising 


Methods Illustrated—344 

“To Meet Today’s Conditions’’—new trust 
booklet—coordinated pamphlet and book- 
let campaign described—339-341 

Twelve-weeks’ course of instruction being 
given life underwriters by Memphis 
trust men—349-350 

Two Newspaper Displays Warn 
“Home-made Wills’—345 


Against 


Exculpatory clauses in leases—501 

Handling real estate—detailed recommen- 
dations based in part on 211 replies to 
questionnaire—duties of management— 
rental commissions — fees —16. conclu- 
sions drawn from replies to question- 
naire—192-197 

Life tenant’s opposition to modification of 
lease exceeding five yrs.—no basis for 
trustee’s request to court for instruc- 
tions—trustee must decide whether to 
apply to court for approval of new lease 
on amended terms. N. Y. Ct. of Appeals 
Jan. 9—218-219 

Loss of future rent not provable claim 
against bankrupt tenant U. S. Sup. Ct. 
decided Feb. 5—211-213 

Methods outlined for salvaging real estate 
mortgages—247 


RULINGS: 


Collective investment of trust funds by 
national banks exercising trust powers 
— a by Federal Reserve Board 


SECURITIES Act—1933: 
Congressional Bills Affecting—summary as 
of Apr. 20—518 
As applied to trust department operations 
— by New York attorney—172- 
‘ 


TAZ: 


Estate— 
“Constitutionality of the Federal Estate 
Tax” excerpts—“Virginia Law Review” 
ae by Charles L. B. Lowndes—224- 
Problems of trustee—197-198 
Trust provisions for prevention of ‘exces- 
Sive tax—153-158 


Gift— 
Problems which arise when a living trust 
is established—197 


Income— 
Bookkeeping requirements of present U.S. 
income tax laws chief difficulties of op- 
eration of composite trust fund—180 
—_ arrangements for reducing tax—153- 


Trustees problems—197 












TRUST COMPANIES 


Tax—Continued 
Miscellaneous— 


Congressional Bills affecting Taxation— 
summary as of Apr. 20—518 


“Tax Liability Upon Recording Assign- 


ments and Deliveries of Stock Effected 
Without New York State, on Book Main- 
tained Therein” art. by Francis M. Man- 
nix—445-452 


Dorrance Tax Case—404 


Insurance and trust customers keen on 
—_ maximum tax advantages— 
185 


New tax matters of interest to corporate 
fiduciaries—open forum—Boston Corp. 
Fiduciaries Ass. Jan. 11—204-206 


Proposed changes in new tax bill—198-199 


“Spurious Conceptions of the Constitution- 
al Law of Taxation” excerpts from “Har- 
vard Law Review” art. by Charles L. B. 
Lowndes—374-378 


State Tax Administrators form National 
Association—list of officers—400-401 


“Taxation—Fate of the Trust as a Device 
to Escape Inheritance Taxes” excerpts 
from “The North Carolina Law Review” 
by H. B. Whitmore—364-366 


“Tax Savings versus Tax Evasion” ex- 
cerpts from “Virginia Law Review” ar- 
ticle by James T. Carter—221-222 


TRUSTS: 


Composite— 
“Commingled Fund Recommended as So- 
lution of Several Major Trust Problems” 
art. by Albert W. Whittlesey—321-324 


Thorough Inquiry into Commingled Fund 
Problems Urgently Needed—active co- 
operation of trust executives, attorneys 
and accountants essential—437-443 


Life insurance authority suggests need for 
some plan of commingled funds—186 


Problem of small trust funds discussed— 
180-182 


~~ by Federal Reserve Board—361- 


Corporate— 

“Registered Bonds and Negotiability” ex- 
cerpts from “Harvard Law Review” art. 
by Roscoe T. Steffen and Henry E. Rus- 
sell—502-508 

Satisfaction of Indentures Securing Obli- 
gations Payable in Gold—indemnity 
against liability is one of suggestions 
made as precautionary measure for the 
trustee—art. by W. C. Meyers—477-479 


“Tax Liability Upon Recording Assign- 
ments and Deliveries of Stock Effected 
Without New York State, on Books 
Maintained Therein” art. by Francis M. 
Mannix—445-452 


“Conversion of Shares of Stock’’—excerpts 
from “University of Pennsylvania Law 
Review” by Allen J. Levin—373-374 


Importance of clause authorizing bond- 
holders to elect committees to represent 
their interests in conjunction with the 
trustees in reorganization matters 
stressed—388 


Need for careful compliance with sec. 5 
Securities Act of 1933 stressed—172-175 


New responsibilities of trustee—bondhold- 
ers lists of extreme importance—should 
be carefully guarded—cooperating with 
protective committees—duty of trustee 
to bid in property at foreclosure for ben- 
efit of all bondholders—suggestions to 
trustees—189-192 


Trusts—Continued 
Life Insurance— 

Solving difficult problems involved in plan- 
ning wills—472 

Advent of—step in direction of democrati- 
zation of trust service—182 

New statement of principles on life ins. 
trust cooperation submitted to trust men 
Feb. 14-182-184 

Relationships of life underwriters and 
trust men discussed—closer cooperation 
urged—guarantees behind settlement op- 
tions of life cos. should not be mini- 
mized—ten things that trust men wish 
underwriters would not do—competition 
unnecessary and unnatural—184-187 

“The Insurance Trust as Non-testamen- 
tary Disposition” excerpts from “Minne- 
sota Law Review” art. by Orville F. Gra- 
hame—366-370 


Living— 

Need for special provisions in trust instru- 
ment where real estate is to form part 
of corpus—outlined—192-197 

Provisions most frequently overlooked— 
flexibility—-freedom from excessive taxa- 
tion—availability to donor’s general es- 
tate—153-158 


Miscellaneous— 

“Exculpatory Clauses in Corporate Mort- 
gages and Other Instruments” excerpts 
from “Cornell Law Quarterly” art. by 
Philip M. Payne—497-502 

“Powers of Sale in Trustees and the Rule 
Against Perpetuities’” — excerpts from 
“Harvard Law Review” art. by W. Bar- 
ton Leach—486-493 

Uniform Principal and Income Act—Re 
adoption of Oregon Act—509 

Excerpts from “Yale Law Journal” com- 
menting on same case as one discussed 
by Mr. Carr—above—226 

Life tenant and remainderman—discount 
on purchase of bonds as accruing to in- 
come or corpus—citation of cases—223 


Loss of future rent not provable claim 
against bankrupt tenant-—211-213 

Need for ready reference of a brief résumé 
of indenture provisions—198-199 


“Rule Against Perpetuities’—Validity of 
Charitable Bequest to Unformed Cor- 
poration—Excerpts from “Virginia Law 
Review” article by Jerome P. Carr—226 


Securities Act of 1933 as applied to trusts 
—172-175 

“Taxation—Fate of the Trust as a Device 

_to Escape Inheritance Taxes” excerpts 
from “The North Carolina Law Review” 
—by H. B. Whitmore—364-366 


Tax saving methods—221-222 


Testamentary— 

Provisions most frequently overlooked— 
flexibility—-freedom from excessive tax- 
ation—availability to testators general 
estate—153-158 


TRUST Department: 


Congressional Bills Affecting Banks— 
summary as of Apr. 20—518 

“Departmental Priorities in Assets of In- 
solvent Banks” excerpts from “Yale Law 
Journal”’—493-497 

Present status of codes affecting trust de- 
partments—471 

Marine Midland Group—Buffalo—conduct 
conference devoted entirely to trust mat- 
ters—244 

Re: Question of Segregation of—See Banks 
and Banking 

Scientific appraisal of new trust business— 
176-177 
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Trust Department—Continued 


Operations— 


Forms to cover duties of an executor— 
sequence card—prepared by L. S. Dudley 
—The First Central Trust Company, 
Akron, Ohio—465 


“Auditing for the Trust Department’—du- 
ties of trust auditors outlined—internal 
checking methods explained—importance 
of cooperation of officers emphasized— 
art. by D. E. Kulp—325-329 


Handling of real estate—detailed recom- 
mendations based in part on 211 replies 
to questionnaire—192-197 

TRUST Conference: 


See Corporate Fiduciary Associations 


TRUST FEES: 


Charging real estate rental commissions 
in addition to regular fees of trustee— 
replies to questionnaire—194 


TRUST COMPANIES 


TRUSTEES: 
See Fiduciary 


WILLS: 


Exculpatory clauses in wills—499 

Solving difficult problems involved in plan- 
ning wills—472 

Advisability of leaving property in trust 
rather than outright emphasized—181 

Trust provisions most frequently over- 
looked—flexibility—freedom from exces- 
sive taxation—availability to testator’s 
general estate—153-158 

“Wills—Powers—Life Estate with Abso- 
lute Power of Disposal’’—excerpts— 
“Minnesota Law Review’’—363 


Probate— 

“Abatement of Legacies on Election of 
Statutory Share by Surviving Spouse” 
= from “Yale Law Journal”’—371- 

Prominent People— 

Furst, Frank A.—399 


BANK AND TRUST COMPANY ADVERTISEMENTS 


January to April, 1934, Inclusive. 


ALABAMA 
Birmingham 


Birmingham Trust & Savings Company 
48, 206, 407, 501 


CALIFORNIA 
Los Angeles 


California Trust Company 
71, 175, 460 
Citizens National Trust & Savings Bank 
239 
Security-First National Bank 
55, 193, 341, 531 
San Diego 


Union Trust Company of San Diego 


San Francisco 


American Trust Company 


Bank of America N. T. & S. A. 
85, 201, 375, ; 
Bank of California, N. A. 


Crocker First Federal Trust Company 
207, 


DISTRICT OF COLUMBIA 


Washington 


American Security & Trust Company 
56, 190, 350, 
Washington Loan & Trust Company 
93, 209, 317, : 


GEORGIA 
Atlanta 


Trust Company of Georgia 


ILLINOIS 


Chicago 


Chicago Title & Trust Company 
87, 145, 329 
City National Bank & Trust Company 
53, MARCH COVER 
First National Bank of Chicago 
5, 145, 277, 
Harris Trust and Savings Bank 


458 


Northern Trust Company, The 
37, 169, 315, 


IOWA 


Des Moines 


Iowa-DesMoines National Bank & Trust 
Company 


MARYLAND 
Baltimore 


Maryland Trust Company 
, 183, 384, 
Mercantile Trust Company 
70, 196, 
Safe Deposit & Trust Company 
54, 205, ; 





TRUST COMPANIES 


MASSACHUSETTS 


Boston 


Boston Safe Deposit & Trust Company 
6, APRIL COVER 


National Shawmut Bank, The 
349 
Old Colony Trust Company 
217, 319, 453 
State Street Trust Company 
36, 252, 356 


Springfield 


Springfield Safe Deposit & Trust Company 
251 


MICHIGAN 
Detroit 


National Bank of Detroit 
38, 171, 327, 457 


MINNESOTA 


Minneapolis 


Northwestern National Bank and Trust 
Company 
517 


MISSOURI 
St. Louis 


Mercantile-Commerce Bank & Trust Com- 
pany 
1, 141, 273, 425 
St. Louis Union Trust Company 
125, 216, 359 


NEW JERSEY 
Camden 


Camden Safe Deposit & Trust Company 
73, 371 


Montclair 


Montclair Trust Company 


Morristown 


Morristown Trust Company 


Newark 


Fidelity Union Trust Company 
111, 220, 476 


Plainfield 
Plainfield Trust Company 


NEW YORK 
Buffalo 


Manufacturers and Traders Trust Company 
241 


Brooklyn 


Brooklyn Trust Company 
98, 179, 355, 503 


Kings County Trust Company 
94, 228 


New York 


Bankers Trust Company 
2 


Bank of New York and Trust Company 
134, 142, 346 
Central Hanover Bank & Trust Company 
4 


Chase National Bank 
42, 
City Bank Farmers Trust Company 
$1, 161, 312, 
Corporation Trust Company 


Empire Trust Company 
JANUARY COVER, é 


Fiduciary Trust Company 
129, 


Fulton Trust Company 
40, 184, 409, 


Guaranty Trust Company 
50, 162, 


Manufacturers Trust Company 
106, 


Marine Midland Trust Company, The 
369, 


New York Trust Company 
83, 274, 


Title Guarantee & Trust Company 
JAN., Fes. and MARCH COVERS, 


United States Trust Company 
8, 143, 275, 


Rochester 


Rochester Trust & Safe Deposit Company 
103 


Security Trust Company 
261 


Syracuse 


First Trust & Deposit Company 


NORTH CAROLINA 


Winston-Salem 


Wachovia Bank & Trust Company 
JANUARY, FEBRUARY and MARCH COVERS 
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OHIO 


Cincinnati 


Fifth Third Union Trust Company 
97, 199, 365, 475 
Cleveland 


Cleveland Trust Company 


OKLAHOMA 
Tulsa 


First National Bank & Trust Company 
117, 364, 529 


OREGON 
Portland 


First National Bank of Portland, The 
388 
United States National Bank 
200, 500 


PENNSYLVANIA 
Philadelphia 


Fidelity Philadelphia Trust Company 
7, 144, 276, 468 
Girard Trust Company 
8, 146, 278, 426 
Pennsylvania Company 
ALL BACK COVERS 
Philadelphia National Bank 
210, 485 
Provident Trust Company 
46, 320 
Real Estate Land Title & Trust Company 
JANUARY and MARCH COVERS 
Real Estate Trust Company, The 
75, 231, 385, 514 


TRUST COMPANIES 


Pittsburgh 


Fidelity Trust Company 
59, 229, 348, 507 
a Pittsburgh Trust Company 
101, 215, 377, 470 
RHODE ISLAND 


Providence 
Rhode Island Hospital Trust Company 
79, 351 
VIRGINIA 
Richmond 


State Planters Bank and Trust Company 
403 
Virginia Trust Company 
74, 185, 394, 490 
WASHINGTON 
Tacoma 


The National Bank of Tacoma 


WISCONSIN 
Milwaukee 


First Wisconsin Trust Company 


CANADA 


Toronto 


National Trust Company, Ltd. 


Toronto General Trusts Corporation 
57, 191, 373, 495 


OTHER ADVERTISERS 


Ambassador Hotel 
131 


American Library Service 
392, 497 
Barre Granite Association 
188 
Bell Telephone System 
195, 487 
Burroughs Adding Machine Company 


Commerce Clearing House, Inc. 
133, 246, 397, 484 
General Motors Acceptance Corporation 
219, 499 


John Hancock Mutual Life Insurance Com- 
pany 
109, 330 


Lehman Brothers 
APRIL COVER 


Lineoln Hotel 
FEBRUARY COVER 
Polk’s Bankers Encyclopedia 


Prentice-Hall, Ine. 
208, 415 
Prudential Insurance Company of America 
181, 479 


Purse Company, The , 
187 

Quincey & Company, Chas. I , 
59 
State of. New York, Comptroller of the ‘ii 


Travelers, The 


352, 542 





